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Professional Notes 


The Social Accounts for 1951— 


THE ACCOUNTS OF NATIONAL INCOME AND EXPENDITURE IN 1951 WERE PUBLISHED 
in preliminary form last month, so that they would be ready for the opening of this 
year’s earlier Budget. The figures are in consequence subject to a bigger margin 
of error than the revised ones, to be issued some weeks hence, will be. There is the 
compensation, however, that the White Paper (Command 8486, Her Majesty’s 
Stationery Office, 6d. net.) which contains these provisional accounts, is a slimmer 
and more readable document than the Central Statistical Office usually presents. 
The normal White Paper on National Income and Expenditure has become too 
formid:hle for the ordinary reader to follow confidently, but this preliminary and 
summ:ry version is much more easily understood: The moral is plain: a set of 
simpliticd social accounts, which could be studied without tears, should always be 
Publis!::d with the main White Paper. 

A r-‘ional income and: expenditure account may be constructed from Com- 
mand ° +86 thus: 7 Dek. : - 


Income 
(£ million) 
ssi earnings a 
Profits of sole traders and 
partnerships and farmers’ 
ts of companies 
Miscellaneous* A 


Less stock appreciation .. 


Net national income in 
Plus depreciation of fixed 
assets .. os eis 


Gross national income 11,907 


EXPENDITURE 
(£ million) 
Personal consumption * 
Current expenditure of public 
authorities ft a 
Capital formation: 
195! 
Fixed assets 1 BBo 
Stocks 


1,570 


444 


13,485 
1,578 
11,907 12,414 


14,196 
1,782 


at market prices e 
ss indirect taxes (net of 
subsidies) 5 


Gross national product 


The item “stock appreciation ”’ is 
the increase in the value of stocks 
resulting not from an enlargement of 
the physical amounts but simply from 
an advance in unit prices. It is deducted 
because the figures given above it are 
gross of this “inventory profit” and 
social accounting—which, in distinction 
to business accounting, follows the 
replacement cost principle so far as 
stocks are concerned—excludes this 
profit from the final figures. The 
importance in inflationary conditions of 
this item of stock appreciation, which 
cannot, unfortunately, be spread over 
the various items of income, will be 
seen from the large increase in it 
recorded for last year. 

The income part of the account 
shows that the total of wages and 
salaries increased emphatically last 
year in relation to profits, after allowing 
for the deduction of the bulk of the 
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stock appreciation from profits. Wages 
and salaries absorbed, indeed, more 
than the net increase in all income 
combined. Consumption of the public 
and Government together increased by 
nearly 10 per cent. last year and capital 
formation by some 19 per cent. But 
the national product was only about 
4per cent. higher. The discrepancy was 
made good by goods and services from 
abroad, for which no current payment 
was made. This dependence upon 
foreigners is shown in the swing of 
£740 million, in the wrong direction, 
in goods and services imported or 
exported without current payments. 
Allow for our having to bring the inter- 
national account into equilibrium this 
year, for the sake of our dwindled 
reserves of gold and foreign exchange, 
after the disastrous start in the first few 
months, and it is clear that personal 
consumption, Government consumption 
and capital formation, taken altogether, 
must shrink during 1952. The only 
question is how the sacrifice should 
be spread between these three large 
categories. The Chancellor in his 
Budget concentrated the cut on capital 
formation, but events may prove that 
personal consumption is not immune. 


Financing of Capital 
Formation 

Gross domestic capital formation in 
1951 was financed as follows: 


—And the 


£ million 

Saving and stock appreciation: 
Personal ee és _ 95 
Corporate 774 
Government 505 
sae 1,374 
Less stock appreciation 1,200 
Saving .. ‘ 174 
Tax Reserves .. a ‘« Te 
reciation quotas .. om 2 
ifts and Loans from a 533 
Total funds for Capital formation:. £2,230 


The most conspicuous features of 
these figures are the virtual disappear- 
ance of personal savings and (apart 
from depreciation quotas) corporate 
savings, the great importance of tax 
reserves in adding to funds available 
for capital formation, and our extreme 
dependence in 1951 upon gifts and 
loans from abroad. 


The“ D Scheme” of Purchase Tax— 
On March 17 the scheme of purchase 
tax recommended by the Douglas 


Committee came. into force. This 
replaces the Utility scheme under which 
goods with the Utility mark were free 
of tax and those which did not come 
within the definition of Utility were 
taxed. Under the new “ D scheme” 
the Utility mark is dropped and thus 
the dividing line ‘between taxed ‘and 
untaxed goods in any given class no 
longer runs with the Utility definition. 
Instead a fixed figure (called D) is 
deducted from the value of all goods in 
a class and.only the excess over D bears 
tax. The rates of tax are kept at 334 per 
cent. and 66% per cent., as before, and 
the total tax revenue is to be main- 
tained. It follows that D will have to 
be at a level low enough to bring into 
the tax zone some articles previously 
untaxed. But about 50 per cent. of 
articles in each class will remain free of 
tax. 
Articles previously not qualifying for 
the Utility mark in a taxable class will 
now bear less tax than before: they will, 
in effect, be relieved of tax equivalent 
to D times the tax rate (334 per cent. 
or 66% per cent.). Theconsequentreduc- 
tion in selling price (including tax) of 
the higher-grade goods is expected to 
stimulate home consumption of them 
and to help remove one of the dis- 
advantages of the Utility scheme—that 
it left the better goods of a taxable class 
such a small domestic market that pro- 
duction for export, deprived of the 
backing of home sales, was prejudiced. 
Further encouragement of exports will, 
it is hoped, follow from the removal of 
the “ blind spot” immediately above 
the top-Utility trade under the old 
scheme. When, for example, the top- 
Utility article sold for 20s. free of tax, 
the slightly better article which cost, 
say, 21s. before tax, was taxed at 7s. on 
the 33} per cent. scale, making its 
total selling price no less than 28s. 
Clearly, the jump from 20s. to 28s. 
meant that sales of the dearer but only 
very slightly superior article were greatly 
restricted. 


—And the End of “ Utility ” 


Other advantages claimed for the 
new scheme are that it reméves the 
discrimination against imports which 
was an inevitable consequence of the 
Utility scheme—a discrimination con- 
trary to our international agreements 


ously marked Utility. 


and one we are pledged to r move, Jt 
was impracticable to affix tic Utility 
mark to the generality’ of imported 
goods in the classes concerneii, so that 
they had to bear purchase tax, even jf 
they were identical with home. 
produced goods marked Utility and 
therefore tax-free. 

The multiplication of Utility speci. 
fications had become hopelessly jp. 
volved. As the President of the Board 
of Trade put it in the House of Com. 
mons, there were 1,500-odd pages of 
Orders and thousands of specifications, 
which are now scrapped. 

The Douglas Committee found that 
the Utility mark was no longer a 
guarantee of standards and value for 
money. The Government is encourag. 
ing the industries involved to set up 
standards, mainly in co-operation with 
the British Standards Institution. It is 
to be hoped that it will be possible to 
agree workable standards quickly, 
since, whatever the facts, the public at 
large certainly regarded the Utility 
mark as some assurance of quality. 

It was admitted by the Douglas 
Committee that traders would prob- 
ably have difficulty in adapting their 
invoicing systems to meet the changed 
conditions and would be involved in 
more clerical work. It was also 
acknowledged that there might be an 
increase in evasion by manipulation 
of invoices and by loading cheap goods 
with part of the value of dearer articles. 

The price controls of goods in the 
classes to which the Utility scheme 
previously applied are now defunct. 
Since there are hardly any shortages of 
these goods at the present time this i 
not of much moment. The Douglas 
Committee did not consider that the 
working classes would lose, on balance, 
from the taxing of the cheaper ranges of 
articles previously untaxed. But it 
reached this conclusion mainly on the 
grounds that some essential articles 
previously outside the Utility scheme 
and subjected to purchase tax can now 
come within the D scheme and b 
made free of tax: it is, however, diff- 
cult to see how the correction 
anomalies of this kind can outweigh 
the bringing into the tax zone for the 
first time of the many articles of work- 
ing-class consumption which are value 
at more than D and which were prev 
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- No shares of No Par Value 


sir John Barlow’s Bill to permit shares 
of no par value was defeated in the 
House of Commons last month. We 
daim no credit for forecasting that this 
would be the fate of the Bill (see our 
sue of January last, page 3), since it 
was fairly evident that so soon after the 
share of no par value had been rejected 
by the Cohen Committee and the 
Companies Act of 1948, the Govern- 
ment would not lend Sir John Barlow 
the support without which a Private 
Member’s Bill has practically no chance 
ofsurvival. However, Sir John’s numer- 
ous supporters have the solace, for what 
itis worth, that Mr. Henry Strauss, the 
arliamentary Secretary to the Board 
of Trade, accepted, though with quali- 
fications, the “* general ” anu “‘ theoreti- 
cal” case for the reform. But he 
thought that the Bill as drafted was 
open to technical objections. For 
example, if it became law it would 
prevent a company with shares of no 
par value from acquiring the shares or 
business of any other company. . These 
and similar complications meant that 
before the share of no par value could 
be introduced, a full expert inquiry 
would be necessary. 

The Government’s acceptance of the 
principle of the share of no par value 
did not, significantly enough, extend 
far enough to make it willing to set up 
the official inquiry. Indeed, Mr. Strauss 
considered that “the importance of 
the reform has been exaggerated both 
by those who advocate and those who 
oppose it” and it seemed that opinion 
in America, where no par value shares 
have existed for some time, was “ by 
no Means unanimous” in favour of 


them, 


During the debate it was mentioned’ 


that most of the expert evidence given 
to the Cohen Committee in 1945 was 
against the share of no par value. That 
S true, though it is equally true that 
ince then its virtues have come to be 
more clearly seen. The nominal value 
of many shares is now even more 
divergent from capital employed; ex- 
Pressing dividends as a percentage on 
the nominal value is, in existing condi- 
tons, even more misleading than in 
1947 before the inflation was under 
Way. I: would make for a better 
popular understanding of company 
finance if, while dividends were more 


generally expressed as so much in 
shillings and pence per share—as they 
may, indeed, be expressed at the present 
time—the share was at the same time 
divested of a nominal valuation, as Sir 
John Barlow would permit, but not 
oblige, companies to divest it. The 
result should be that dividends and 
profits. would be related to capital 
employed, which is meaningful, and 
not to nominal capital, which is only 
misleading. The need now is for the 
official inquiry, but it will doubtless be 
a long time before it is set in motion 
—probably it will have to await a 
wider and more comprehensive recon- 
sideration of company law. In the 
meantime, companies and their advisers 
could obtain many of the advantages of 
the system of the share of no par value 
by showing dividends and earnings in 
relation to capital employed in pub- 
lished reports and elsewhere. 


The International Congress on 
Accounting 

A considerable number of members of 
the sponsoring bodies of the Sixth 
International Congress on Accounting 
have intimated their intention of 
attending the congress to be held in 
London in June 1952, but have yet to 
state their requirements in tickets for 
the business sessions and the social 
events. The secretary of the Congress 
would appreciate an early reply to the- 
questionnaire already circulated, so 
that the work of allocating tickets can 
be commenced. 

The Council« of the International 
Congress invites members of the spon- 
soring bodies and their families to assist 
in making delegates and visitors and 
their ladies feel welcome during their 
stay in this country. 

Liaison officers (ladies and gentle- 
men) are needed to welcome delegates 
and visitors on arrival at their hotels; 
to ensure that they understand how to 
get to the right place at the right time 
for business and social functions; to 
assist in language and any other 
difficulties; and to act as stewards at 
the receptions and at the ball. 

On Sunday and Monday, June 15 
and 16, when delegates and visitors are 
registering their arrival at the Royal 
Festival Hall, help will be needed both 
at the reception counter (from persons 


prepared to attend on both days and 
also for instruction on a day in the 
previous week) and also at the entrance 
to direct arrivals to the appropriate 
section of the counter. 

The Ladies’ Committee invite volun- 
teers to act as shopping advisers and 
shopping guides, and for duty at, the 
ladies’ information centre and in the 
ladies’ rest room. 

For most duties volunteers may offer 
to serve either for the whole period from 
Saturday, June 14, to Friday, June 20, 
or for specific days. Ability to speak a 
foreign language is not necessary in all 
cases, but any of the following languages 
may be useful: Danish, Dutch, Finnish, 
French, German, Italian, Norwegian, 
Spanish, Swedish. 

Those willing to assist are asked to 
send the following particulars: Name, 
address and telephone number; days 
and times available; languages; duties 
preferred; whether in possession of a 
motor-car and willing to use it in — 
connection with Congress duties. 

The Council of the Congress would 
also welcome offers of hospitality for 
delegates and visitors and their ladies 
on occasions when no official arrange- 
ments have been made or when for 
reasons of space official invitations 
cannot be extended. These occasions 
include luncheon on June 16 and 
dinner on June 17 (before or after the 
theatre), June 18, 19 and 20. The 
Congress secretary will be glad to 
discuss the subject further with those 
willing to assist. 

All communications should be 
addressed to the Secretary of the Sixth 
International Congress on Accounting, 
2, Salisbury House, London Wall 
London, E.C.2. 


The Incorporated Accountants’ 
Research Committee 
A year of steady and solid achievement 
is recorded in the report for 1951, just 
issued, of the Incorporated Accountants’ 
Research Committee. An impressive.list 
of works already published—some, like 
the third edition of Design of Accounts, 
by F. Sewell Bray and H. Basil Sheasby, 
in book form, others, like the Practice 
Note series, in the handy form of 
manuals or booklets, and still others, 
like the twenty-three major contribu- 
tions contained in the second volume of 
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the Committee’s journal, Accounting 
Research, in the even more compact 
form of articles—is followed by a list 
of diverse subjects making up work-in- 
progress. Among these projects is one 
on The Valuation of Goodwill and another 
on The Appointment and Remuneration of 
Auditors under the Companies Act, 1948, 
both of which will reach publication 
stage this year. Other subjects upon 
which work is being conducted include 
Costing in an Accountant’s Office, Accounting 
Ratios, Directors’ Emoluments and Fraud 
in Accounts. 

An account is given in the report of 
the activities of the three constituent 
committees—the Management Com- 
mittee, the Taxation Committee and 
the Practice Committee. It is to be 
accounted to the committees for realism 
that they do not bind themselves to a 
narrow and unduly academic interpre- 
tation of “‘ research.”’ Thus, the Taxa- 
tion Committee prepared the memoran- 
dum on retirement benefits submitted 
to the second Millard Tucker Com- 
mittee, which we had pleasure in 
publishing in our March issue, and 
members of the Management Com- 
mittee have presented papers on prac- 
tical aspects of management accounting 
at meetings of members in various parts 
of the country. In these and other ways, 
noted in the report, the Incorporated 
Accountants’ Research Committee has 
not only tried to push the frontier of 
accounting knowledge a little farther, 
but has also undertaken the equally 
important task of propagating what is 
already known. Accountancy must 
always have a practical and everyday 
foundation, and the Research Com- 
mittee does well to recognise this in its 
work. 

We welcome the announcement that 
the Research Committee is exchanging 
ideas and information on research with 
accountancy bodies in other countries 
and that it intends to compile annually 
an International Register of Research in 
Accounting. Its publication, Accounting 
Research, is already recogni as an 
international journal and the Research 
Committee is to be congratulated upon 
its far-sightedness in escaping from 
insularity. . 

Another feature of the report which is 
particularly noteworthy is the reference 
to work upon Boot and Shoe Costing now 
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being conducted by the Leicester 
Research Group in conjunction with 
the Federation of Boot and Shoe 
Industries. - This work is planned to 
lead to the publication of a Costing 
Manual during 1952. It instances how 
localised and specialised knowledge can 
be turned to good account for. the 
benefit of the profession and industry. 
It is to be hoped that similar projectf 
will be undertaken in other districts os 
the country as the influence of the 
Research Committee grows — as, 
judging from this report, it surely must. 


The Monopolies Commission 


The Board of Trade has issued its 
third annual report on the working of 
the Monopolies and Restrictive Prac- 
tices (Inquiry and Control) Act, 1948, 
covering the calendar year 1951. 

The first six references to the Com- 
mission were made on March 1, 1949. 
A report on the supply of dental goods 
was published in 1950. Reports on the 
supply of cast iron rainwater goods and 
of electric lamps were published during 
the year under review. Work on 
three other subjects (electric wires and 
cables; machinery for the manufacture 
of matches; matches, and exports of 
matches) is nearing completion, and 
the Commission has started inquiries 
on four more subjects. 

The pace at which the Commission, 
in its present form and working upon 
the lines so far adopted, is able to make 
its investigations, confirms that there is 
urgent need of the strengthening of the 
Commission already’ promised by the 
Government. The suggestion has also 
been made that rather than concen- 
trate all its forces upon full-scale 
inquiries into given industries, the 
Commission should examine certain 
restrictive practices “ horizontally,” as 
they prevail in a number of industries. 
The limitation of supplies by manufac- 
turers, merchants or importers to 
“‘ approved ” firms, or the imposition 
of discriminatory terms on “ un- 
approved firms,” has been widely 
complained of, and would well form the 
first subject of a “‘ horizontal ” inquiry. 

One of the members of the Com- 
mission is Sir Richard Yeabsley, ¢.8.£., 
F.C.A., F.S.A.A., a Council member of 
the Society of Incorporated Accoun- 
tants. ° ; 


Management Accounting ©» urse at 
Balliol College 
As announced in our issue ©” Decem. 
ber, 1952 (page 440), the Cou: cil of the 
Society of Incorporated Ac: untans 
has made arrangements, by kind per. 
mission of the Master and F- ilows, to 
hold a course on Managemen: Account. 
ing at Balliol College, Oxford, from 
Friday evening, September 26, 
Tuesday morning, September 30, 1952, 

Addresses and papers will be given 
as follows: . 

* Accounting Form.” 
Sewell Bray, F.C.A., F.S.A.A. 

“Organisation and Methods.” By 
Mr. H. W. Broad, a.s.a.a., Mr. C, £. 
Watson, A.s.A.A., and Mr. J. R. Simpson, 
c.B., Director of Organisations and 
Methods, H.M. Treasury. 

** Budgetary and Financia! Control.” 
By Mr. W. F. Edwards, F.s.A.A. 

“Training Staff for the Effective 
Operation of a System of Management 
Accounting.” By Mr. P. G. James, 
B.COM., F.S.A.A. 

** Management Cost Problems in the 
Small Business.”” By Mr. P. N. Wallis 
A.S.A.A. 

A maximum of 100 members can be 
admitted to the course. The applica- 
tion list will remain open until June 30, 
1952, and if necessary allotments will 
then be made by ballot. 

Application forms will be sent to 
members with the annual report, but 
the Secretary will be pleased to hear 
in the meantime from any member 
who wish to attend the course. 

The fee payable by a member 
attending the course is £6 6s., inclusive 
of meals and accommodation in 
College. 


By Mr. Ff, 


Retail Price Index 
The inquiry into household budgets, on 
which the interim index of retail prices 
is to be revised, is not expected to be 
completed until 1954. In the meantime, 
a technical committee has found that 
the errors in the existing index that can 
be ascertained in advance of the results 
of the inquiry about cancel ome 
another. Thus, unless the inquiy 
shows that the pattern of working-clas 
consumption is considerably differen! 
from the one taken for the computation, 
there is no. warrant for the popula! 
belief that the index understates the 
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rise in Ue cost of living. The monthly 
index will therefore keep continuity 
with the existing series. But from 
Februar 1952, the component figures 
will not -¢ continuous, because changes 
are being made in the weightings, to 
prng them into line with the 1950 
pattern of consumption, and the higher 
rents of post-1947 dwellings are for the 
first tims to be taken into account. 


; 


Capital Formation, Hire-Purchase 
and Economic Progress 


In a lunch-time address which he 
recently gave to the Incorporated 
Accountants’ London and _ District 
Society, Mr. J. Gibson Jarvie, chair- 
man of United Dominions Trust, Ltd., said 
Government figures showed that the 
growth in company formation generally 
had been in the smaller private com- 
panies. But while the effect of restric- 
tis on the raising of capital was 
clearly shown in the company capital 
statistics, there had been some escaping 
these restrictions by capital formations 
outside the measures and by tem- 
porary financing. These inadequate 
methods could not be right or in the 
best immediate or ultimate interests of 
thecountry, said Mr. Gibson Jarvie, but 
any attempt to stop them by an exten- 
sion of financial austerity or in any way 
to freeze them at existing or at any 
other arbitrary levels must in the end 
be disastrous to the country. Private 
businesses, in particular private com- 
panies, would be the main sufferers 
from any such policy. 

The real solution was the creation of 
conditions in which, by incentives to 
investors and to labour—labour from 
the lowest level to the highest—saving 
and enterprise were again made poss- 
ible and attractive. A reform of 
laxation, especially the death duties, 
and the removal of controls were the 
main ways in which these conditions 
could be created. Meanwhile, however, 
ways and means must be found of 
making the best use of liquid funds 
without courting financial embarrass- 
ment by providing short-term money 
for long-term needs. 

A very large number of companies 
throughout the United Kingdom had 
been built up by purchasing plant from 
me to time under _hire-purchase 
‘greemcnts—in countless instances this 


plant earned its own price within the 
first year or so of its use. It surely called 
for no imagination, therefore, to see the 
advantage of hire-purchase to expand- 
ing companies. It was especially valu- 
able to the small man building a busi- 
ness but was also used by the biggest 
of manufacturers. Mr. Gibson Jarvie 
said that his own company had financed 
many of the largest concerns to the tune 
of hundreds of thousands of pounds. 
Referring to official steps taken to 
reduce the volume of hire-purchase, he 
said it was not only inaccurate but 
unwise in the extreme for the Govern- 
ment to treat hire-purchase in general 
as inflationary. A grave disservice was 
being done to the enterprising indivi- 
dual or company by this wholesale 
condemnation of one of the most useful 
credit instruments in the field of 
finance. 


Management Scholarships 
Applications are being invited for forty 
awards for the study of management in 
the United States of America. A period 
of nine months in America is envisaged, 
starting early in September 1952. 
About six months will be spent in a 
special course in management subjects 
and techniques at a selected university 
or technological institute, and the 
remaining time in industrial plants and 
in visits to professional, Government 
and labour organisations. 

Candidates must be between 23 and 
35 years of age, with at least three 
years’ industrial experience and free 
from liability for national service. 
They are expected to be potential 
managers or to hold positions of 
responsibility in industry or to be 
prospective teachers of management 
subjects. The selectors will pay special 
attention to qualities of intellect and 
personality required for managerial 
responsibility. They will also bear in 
mind the importance of the smaller 
firms, as well as of the larger organisa- 
tions which have furnished a large 
proportion of successful candidates in 
previous years. The awards will 
cover tuition fees, travelling expenses, 
books, and maintenance allowances. 
Application forms are obtainable from 
the Ministry of Education (F.C. Divi- 
sion 1), Curzon Street House, Curzon 
Street, London, W.1; the Scottish 


Education Department (T Branch), St. 
Andrew’s House, Edinburgh, 1; or the 
Ministry of Education for Northern 
Ireland, Netherleigh, Massey Avenue, 
Stormont, Belfast. They must be 
returned by April go. 

Particulars are also given on page 148 


- of this issue of Fellowships offered by 


the Harvard School ot Business Admin- 
istration in conjunction with the British 
Institute of Management. __- : 


Compensation for Loss of 
Development Rights 


Widespread interest has been created 
by the Chancellor of the Exchequer’s 
estimate of the probable total of the 
claims against the £300 million to be 
set aside under the Town and Country 
Planning Act. Forecasts of the scale of 
payments likely to be received by the 
ordinary non-priority cliamants have 
never been very optimistic, and many 
practitioners are now surprised at the 
prospect of twenty shillings in the £ for 
preferential claimants and something in 
the region of sixteen shillings for the 
others. 

According to the Chancellor’s state- 
ment to the House of Commons on 
February 26, the total amount of the 
claims for depreciation of land values 
is likely to be in the region of £345 
million to £350 million. It is likely that 
the so-called “ near-ripe” classes of 
claimants, together with some other 
groups, such as single plot owners, who 
have been led to expect preferential 
treatment, will not take more than 
about £100 million. If that is so, it will 
leave about £200 million available 
against the remaining claims of from 
£245 million to £250 million. 

In considering the extent to which 
compensation payments look like being 
far in excess of many authoritative 
forecasts, it should be borne in mind 
that of the total claims determined by 
the Central Land Board about 40 per 
cent. were in respect of land which, in 
the Board’s opinion, had no develop- 
ment value. The prospect of a com- 
paratively high rate of payment to 
successful claimants can, no doubt, be 
partly attributed to the elimination of 
a large proportion of the original claims. 

It would be a mistake to assume that 
the Treasury will now at once make 


their scheme for administering the 
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central fund. The financial provisions 
of the Town and Country,Planning Act, 
1947, have been strongly criticised by 
most of the professional bodies con- 
cerned with controlled planning. The 
Government has agreed to overhaul the 
financial aspects of the Act, and in spite 


of an apparently satisfactory ratio - 


between claims and the central fund, 
it is very likely that the basis of com- 
pensation will still undergo a change 
before the Treasury scheme is. com- 
pleted. 


Conversion to Limited Company— 
Goodwill and Extension of Leases 


Among the numerous practical points 
which have to be considered, when a 
business is being converted into a 
limited company, is the effect of the 
conversion on rights to recover com- 
. pensation for goodwill or to be granted 
an extension of a lease. These rights 
are conferred by the Landlord and 
Tenant Act, 1927, and the Leasehold 
Property (Temporary Provisions) Act, 
1951, though under the latter Act the 
sole right that can be claimed is a right 
to an extension of the tenancy, irrespec- 
tively of any question about goodwill. 

The recent decision of Pegler v. 
Craven (reported in The Times of 
February 22) indicates how easily 
claims under either of these Acts might 
be lost because of the conversion. The 
original trader had been granted a lease 
of the premises. He subsequently con- 
verted his business into a private 
company, but nothing was done with 
regard to the lease, which remained in 
his name. The company was now 
carrying on the business on the prem- 
ises—on its own account and in no 

- sense as the servant or agent of the 
tenant. The tenant applied to the 
Court for an extension of the tenancy 
under the Leasehold Property (Tem- 
porary Provisions) Act, 1951, but the 
Court of Appeal held that no extension 
could be granted. The company was 
not the tenant, so that it could not 
claim; nor could the tenant claim, 
since he was no longer carrying on the 
business. 

The principle of this case would apply 
equally to claims under the Landlord 
and Tenant Act, 1927. In circum- 
stances similar to those in Pegler v. 
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Craven, neither the actual tenant nor 
the company could claim either com- 
pensation for goodwill or a new lease 
under the 1927 Act, and for the same 
reasons. 

How then can a difficulty such as 
this be obviated? The method is 
simple. All that is necessary is that the 
tenant who is converting his business 
into a company should take the neces- 
sary steps to transfer to the company, 
not only the goodwill and assets of the. 
business, but also the lease of the 
premises where the business is being 
carried on. In this way the company 
would step into the shoes of the tenant, 
and become the lessee of the landlord, 
against whom it would thereupon 
become entitled, ceteris paribus, to make 
the appropriate claim. 

Moreover, as far as the question of 
goodwill is concerned, by these means 
the company would become entitled to 
take advantage of all the goodwill that 
the tenant himself might have created, 
and the company, moreover, would 
become entitled to tack on to its own 
period of trading, the period of trading 
by the tenant himself in the past, prior 
to the conversion. 

This right of “‘ tacking ” might thus 
enable a company to put forward a 
claim, even though the company itself 
might not have been trading on the 
premises since the conversion for the 
minimum period of five years required 
by Section 4 and Section 5 of the 
Landlord and Tenant Act, 1927, and 
would in any event enable the company 
to establish’ a greater claim than it 
could have maintained if consideration 
had to be limited exclusively to the 
company’s own goodwill. 


> 


Shorter Notes 


Claims for Italian Debts 


An agreement has been reached with Italy . 


on the settlement of prewar and wartime 
debts in lire. Claims not so far registered 
should be lodged immediately. The final 
date for lodging them is May 1, 1952, and 
after then the Italian authorities will be 
under no obligation to accept applications. 
Claims for interest on and redemption of 
Italian State Loaris and State-guaranteed 
loans should be sent to Hambro’s Bank, 


Bishopsgate, London, E.C., ard othe 
claims to the Administration o/ 
Property Department, Lacon Ho::se, Theo. 
balds Road, London, W.C.1. 


Amending the Transport Act 


Ultimate abolition of the 25-milc radius of 
operation on private road haulicrs and an 
inquiry into the administration, operation 
and financial structure of all the services of 
the British Transport Commission, are 
suggested tothe Minister of Transport by 
the Association of British Chambers of 
Commerce. British Road Services, it says, 
should be put under the same li 
obligations as private hauliers, and until 
the 25-mile radius is completely removed 
** job permits ” for private hauliers should 
be issued by an independent authority and 
not the Commission. 


Leo, the Electronic Computor 


An electronic computor, called—but not, 
we understand, so far answering to the name 
of—* Leo,” is being built by 7. Lyons and Co. 
at their Cadby Hall premises. It wil 
resemble the computor at Cambridge 
University and experiments are to be con- 
ducted to decide its usefulness in the 
company’s accounting and similar work. 


Rating Revaluation 


The Government is to bring in a Bill 
postponing from April 1953, the date of 
revaluation of properties for rating. It will 
aim at completing the task by April 1956, 
at the latest. All classes of property are now 
to be revalued simultaneously, so that the 
possibility that business premises would be 
revalued earlier and their rate burden would 
be increased relatively to that of other 
properties (see this journal for October 195, 
page 366) is removed. The operation of the 
equalisation grants is to be investigated 
during the financial year 1952-53. 


Building Society Rates 

The Building Societies Association ha 
recommended that a minimum rate d 
4.5 per cent. should be charged on mort 
gages (compared with 4 per cent. before the 
rise in Bank Rate) and that interest payable 
on shares should be raised from 2.25 pt 
cent. to 2.5 per cent. and on deposits from 
1.75 per cent. to 2 per cent., tax paid. It 
is expected that most societies, other tha 
the few which had adopted this rate struc 
ture before the rise in Bank Rate, wil 
increase their rates accordingly on se¥ 
mortgages, shares and deposits, but thet 
is some doubt how many will do so on 


mortgages. 
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ACCOUNTANCY 


fORMER’ Y THE INCORPORATED ACCOUNTANTS’ JOURNAL ESTABLISHED 1889 


- 


—_ 


The Annual Subscription to Accountancy is £1 15., which includes postage to 


all paris of the world. The price of a single copy is 25., postage extra. 
rommunications to be addressed to the Editor, 


All 
Incorporated Accountants’ Hall, 


Temple Place, Victoria Embankment, London, W.C.2. 


Creating an Economic Climate 


Most PEOPLE WERE PREPARED FOR A 
stern Budget, even a brutal one, but 
in the event Mr. Butler was almost 
moderate. The total burden imposed 
by the Exchequer he left practically 
as he found it, refraining from 
adding the extra load which one 
expects from Chancellors nowadays. 
He contrived to rearrange the several 
parts of the burden so that a large 
number of people would be somewhat 
better off than before. He sought to 
adapt the tax structure so that it would 
encourage additional effort rather than 
penalise it. His slogan might be 
described as ‘‘ Industry through Incen- 
tives and Inducements.” In short, he 
set out to create what he called a new 
“economic climate,” in which work 
and endeavour would prevail in pro- 
ducing a more bountiful harvest. 

In one way, indeed, but that outside 
the Budget proper, the Chancellor 
showed that this new climate could not 
be bracing and invigorating on the 
whole without sometimes and in some 
places being rigorous and stormy. In 
raising the bank rate to 4 per cent. and 
thus firmly lifting all other interest rates, 
he indicated that there will be a hard- 
ness in the money and capital markets 
which will bring for some concerns 
serious financial difficulties. This 
monetary severity is a part of his 
general policy of trimming the fringe of 
excess investment in stocks and capital 
goods and, if it is successful, it will 
necessarily mean that the marginal 
firms will be pared. The real resources 
that would otherwise have gone to 
them should then flow to greater 
advantage elsewhere, so that the more 
streamlined economy will function at a 
higher level of efficiency. At the same 
line, in seeking to maintain the total 
of consumable goods available to the 
public, Mr. Butler aims to insulate the 


ordinary citizens of these islands, as 
distinct from businesses, against the 
polar draughts of credit restrictions. 

Whether or not the total of personal 
consumption can in fact be maintained, 
as Mr. Butler plans, is one of the major 
questions posed by this Budget. If it 
can, then the stimulating but rewarding 
climate he wishes to create for the 
ordinary man is likely to result. If 
it cannot, the lack of consumers’ goods 
will not be effectively veiled simply by 
a new issue of P.A.Y.E. tables; prices 
will be still further bid up as people try, 
without ultimate avail, to keep up their 
individual standards of consumption; 
the economic mood will be one of 
frustration rather than exhilaration. In 
calculating that the supply of consum- 
ables will not slacken, the Chancellor is 
relying not only upon his expected cut 
in civil investment, and in much 
smaller degree upon some savings in 
Government absorption of goods and 
services this year, but also upon a 
growth of some 2 per cent. in the 
country’s production. The dismal 
record of the production figures in the 
first quarter of 1952 in itself suggests 
doubts about whether a growth of this 
magnitude will materialise. But finally 
the outcome will largely be determined 
by the very success or otherwise of Mr. 
Butler’s climate-making experiments. 
To protect the reserves of gold and 
foreign exchange he slashed ruthlessly 
at imports, but some consumables, not 
easily forthcoming by diversion of pro- 
ductive resources at home, will be shut 
out of our market in consequence, and 
some essentials for the production drive 
may also be excluded. : It will be doubly 
difficult, in those circumstances, to 
maintain consumption and to keep 
industry geared to an accelerated 
output. 

The reduction in food subsidies, pro- 


Cc 


viding as it does the fund for income-tax 
remissions and larger social security 
benefits, including increased family 
allowances, follows the policy urged 
upon the Chancellor by the majority of 
economists. It is, indeed, illogical for 
the Inland Revenue to collect taxes for 
the Ministry of Food simply to hand 
out in subsidies, especially since the 
subsidies are received by those who do 
not greatly need them, as well as by 
those who do. But the grievance is 
fairly widely heard that Mr. Butler’s 
re-allocation has hit the poorer family, 
particularly the family with one child, 
who attracts no allowance. And even 
if increased food prices did not have 
this effect in some of the less wealthy 
reaches, there is still the danger that 
they may lead to new wage claims by 
organised labour, which is more con- 
scious than ever of the rising cost of 
living and unwilling to set against it, in 
a precise accounting balance, savings 
in tax and increased receipts from the 
social security schemes. If there were 
touched off a rising spiral of wages and 
prices, all the Chancellor’s efforts at 
climate-creation would be nullified, so 
that his plea during the Budget debates 
for restraint by wage-earners is apt 
indeed. 

The new Excess Profits Levy is cer- 
tainly open to some technical criticism 
—the calculation of the alternative 
standard as a percentage upon paid-up 
capital and not upon capital employed 
is one of the most obvious—but the 
Chancellor cannot be blamed for intro- 
ducing such a tax, since he inherited it 
as a pre-election pledge that seems to 
have been given rather irresponsibly. 
It can at least be said that in scaling 
down, quite drastically, the rates of 


Profits Tax, Mr. Butler has aimed at 


imposing a heavy portion of business 
taxation upon excess rather than stan- 
dard profits—even though “ excess ” 
and “ standard ” are not defined with 
full justice to the many concerns which 
had only partially recuperated from 
war wounds by 1947-49—and that, at 
the same time, by fixing a maximum 
rate for his Levy, he has moved as far 
as is politically practicable away from 
the progressive principle in the taxation 
of profits. The further the departure 
from progressive taxation the weaker is 
the encouragement to extravagance and 
inefficiency in business and the stronger 
the inducement to expand production. 
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The Budget 


We describe the proposals for changes in taxation as indicated in the Budget Resolutions and Financial Statement, 1952-53 (obtainably 
rom His Majesty’s Stationery Office at 1s. 3d. net). The amendments are referenced in the Resolutions to the Income Tax Act, 1959. 


—— 


Income Tax 

EARNED INCOME RELIEF IS TO BE INCREASED FROM ONE-FIFTH 
(maximum £400) to two-ninths (maximum £450); personal 
reliefs from £110 to £120 (single person) and £190 to £210 
(married man); and the additional personal relief for a 
wife’s earned income to seven-ninths (maximum £120). 

Reduced rates are to be amended so that the first £100 is 
chargeable at 3s., the next £150 at 5s. 6d. and the next 
£150 at 7s. 6d.—a much-needed easing of the steps up to 
the standard rate. These rates apply to a wife’s earned 
income also. 

The maximum benefit of the above allowances will 
operate on an earned income of £2,025 of which at least 
£669 is earned income of the wife, thus: 


1952-53 
& 


Ss. te m 
Husband a ae «- 8,956 
Wife .. a an ee 669 
Ak aa “4 -» £301 £149 
a ee .. £210 £120 
511 269 
£845 £400 
£100 at gs... aa - 15 0 0 15 0 0 
£150 at 5s. 6d. a. i 41 5 0 41 5 0 
£150 at 7s. 6d. a i 56 5 o 56 5 o 
£445 at gs. 6d. a “a 211 7 6 — 
£323 17 6 £112 10 O 
Comparison with 
1951-52 
£%d £ sd 
Husband ne es -- 1,356 
Wie .. és ws os 669 
mM. .. ia -- £271 £129 
is -.» £190 £110 
— 1 239 
£895 £430 
£50 atgs. .. Se is 710 0 710 0 
£200 at 5s. 6d. Ke ea 55 0-0 55 0 O 
£645 at gs. 6d. oe tin 306 7 6 (£180) 85 10 oO 
£368 17 6 £148 0 Oo 


In addition, the child allowance is to be £85 for each 
eligible child, with a corresponding increase in the maxi- 
mum income of the child. 

The age relief is, of course, to be increased to two-ninths. 

A new relief is introduced for cases where the total 
income is not over £250, with a marginal relief. Whether 
the income is earned or not, a deduction of two-ninths will 
be given (irrespective of age). The marginal relief is that if 


the income is between £250 and £350, the tax is not to 


exceed the total of tax on an income of £250 (with the 
relief of two-ninths) plus two-fifths of the amount of the 
excess of the income over £250. 
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be allowed for income tax purposes. The allowances for 


—— 


Illustration: 
With relief Without relief 
ra i a £ s 
300 300 
250 
New Relief iths £56 
P.A. £120 
— 176 120 - 
£74 £180 
£74 at 3s. .. c Ir 2 0 £100 at 3s. = 15 0 0 
#ths of £50 es 20 0 0 at 5s. 6d. = 22 00 
£31 2 0 £37 0 0 
ae 


P.A.Y.E. deductions will be affected by the new reliefs 
from June 8, 1952. 

The time limit on the carrying forward of losses is to be 
abolished. 

There are to be amendments of the law affecting sources 
of income ceasing to yield income; taking away from 
brewers the relief for “ rent foregone ” on tied houses; as 
to capital allowances for machinery or plant or patent 
rights; raising the limit on the amounts which Lloyd's 
underwriters may place to special reserves; as to the 
reserves of marketing boards; as to rents, etc., for easements, 
etc., in connection with radio relay services; and to give 
additional allowances to mining concerns operating 
abroad; for all of which we must await the Finance Bill. 
Some of these are to implement certain recommendations 
in the Tucker Report. Where relevant, they will affect 
Profits Tax as well. 


Profits Tax 
The Profits Tax is to be reduced as from January 1, 1952, 
to 24 per cent. on profits not distributed and 17} per cent. 
on profits distributed, but the Profits Tax is no longer to 


directors’ remuneration of working directors brought in by 
the Finance Act, 1951, are to be increased to provide a 
possible maximum for two such directors of £4,000, for 
three £5,500 and for four or more £7,000. 


Excess Profits Levy 
Until the Finance Bill is available we cannot do better than 
reproduce the provisions of the Financial Statement: 

It is proposed that as from January 1, 1952, an Excess Profits Levy shall 
be imposed on companies and other bodies, but not individuals and 
partnerships, at the rate of 30 per cent. on the amount by which their 
current profits exceed their standard profits. The levy will be subject © 
an overriding maximum of 18 per cent. of total current profits. 
other main proposals relating to the levy are as follows: : 

(1) The levy will not be deductible in computing profits for income 
tax purposes or Profits Tax purposes. 

(2) The normal standard will be the average of the profits of the 
three years, 1947, 1948 and 1949. In substitution for its actual profits,# 
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excess profits levy purposes, but the interest payable will be allowed as 
ees ting profits. 

 percen director-controlled ies will be 10 and 12 
instead of 8 10. For mines and oil wells there will be additional 


percentages. 

(3) There will be a minimum standard of £2,000 but special pro- 
visions will apply when the company belongs to a group of companies 
or when it is a new or recently incorporated company under common 
control with another company. 

(4) Profits Yor the purposes of the levy will be computed in the same 


Budget Estimates, 1952-53 


A.—ORDINARY REVENUE AND EXPENDITURE 


Profits Tax and Excess Profits Tax Total .. ns ws ee ne 
Excess Profits Levy .. ee es Supply Services— £000 £000 
Special Contribution and other Inland fence— L 
Revenue Duties .. res ee Army Votes Se ae i aa 521,500 
+ Navy Votes. . =e & se es 3573250 
Total Inland Revenue a 2,618,725 Air Votes .. ss A % “ 467, 
Ministry of Supply (Defence) 98 
Ministry of Defence - 17,340 
1,462,210 


85,000 
—————s BG 77e8e 
Central Government and Finance 14,1 
Commonwealth and Foreign - 92,662 
Home Department, Law and Justice 77,041 
Education and Broadcasting a6 280,934 
Housing Local Government, 
Health, Labour and National 
we Beg are oe witttn ee oe 813,570 
> e, Indus ransport .. 143,201 
VII. Common ee tee (Works, Station- 
Motor Vehicle Duties ay ine oe <n ery, etc.) .. a me 68,832 
_———— VIII. Non-Effective (Pensions) 91,653 
Tora, Recerpts FROM TAXES .. = IX. Su ply, Food Miscellaneous 
my ‘a oa - 598,379 
——-_ 2, 180,468 


Post Office Vote (Excess over Revenue) .. + be 45498 


Tax Collection— 
Customs and Excise, and Inland Revenue Votes es 43,386 
roadcast Receiving Licences oe on es —_—— 3,605,562 
Receipts from Sundry Loans - oy - 26,000 eal 
Miscellaneous (including Sale of Surplus War Stores) —_ 110,000 Torat EXPENDITURE ‘i “7 we ¥ 4,230,562 
: SuRPLus 7 +e ¥e sisi a meas és 430,813 


Tora, REVENUE cs ee pa 4,661,375 4,661,375 - 


Note-—The above figures do not include the effect of the reduction of the food subsidies or of the increase of payments under the National Assistance 


xheme, family allowances, National Insurance benefits, war pensions, etc. 

Revised or supplementary estimates will be presented as necessary for these changes. As explained in the budget speech, the reduction of food 
uubsidies amounts to £160 million, and the net cost of the other items to the budget and National Insurance Fund amounts to about £80 million. 

* In addition £61 million for Interest of the National Debt will be met from receipts under various Acts authorising such application. 


B.—SELF-BALANCING REVENUE AND EXPENDITURE 


£000 
Post Office expenditure corresponding to Revenue ae “ii ‘a se se +4 Sa «+ 209,235 
Excess Profits Tax, Post-war refunds (part deducted for tax - paions1 te - es . vs 4,900 


£214,135 


\ 
mey bring into the average 8 per cent.’of its paid-up share 
oral for coh of one or two of those years or 10 per cent. for each of 
ihe three years. For new businesses, that is, businesses set up on or 
ser July 1, 1948, the standard will be 10 per cent. on the paid-up share 
pital. In (he case of a company which commenced its business during 
——— BB standard period but before July I, 1948, there will be an option to 
. ke a standard based on its average profits in the standard period or 
ainab i ., per cent. of its paid-up share capital. The standard will be increased 
10 per cent. of the amount of profits retained in the business and of 
» 1952. Ty share capital raised. Borrowed money will not rank as capital for 
——e : 
J 
£000 £000 £000 
Inland Revenue— 
| Income Tax .. oe as .. 1,804,225 Debt Service .. ee es ee te _ és 575,000* 
0 0 Sur-tax as es ~ a 123,000 Payments to Northern Ireland Exchequer .. #2 oa 40,000 
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way as they are computed for profits tax purposes subject to special 
provisions to ensure a fair comparison of the business in the standard 
period with the business in chargeable periods. In view of the changes 
which have been made in the initial allowances, it is proposed that for 
excess profits levy purposes the company shall have an option to take an 
allowance of 20 per cent. in respect of plant and machinery and 10 per 
cent. in respect of industrial buildings for both the standard period and 
chargeable periods or to have no allowance in any period. 

In the case of certain director-controlled companies, directors 
remuneration will be allowed as an expense within the new limits 
proposed for Profits Tax purposes. 

(5) If a company takes over the business of another company the 
transferee may elect to take the transferor’s standard subject to a 
deduction of 10 per cent. on the purchase price. If the succession relates 
to part of a business the standard will be divided between the transferor 
and the transferee if both companies so elect. A new company which 
succeeds to a business previously carried on by individuals may have a 
standard based on the profits of the previous proprietors provided that 
those individuals or members of their family control the new company. 

(6) Within the period of charge, deficiencies of profits for one year 
will be set against excess profits for another year. . 

(7) A group of companies will be treated as a single unit. The group 
provisions will apply only to subsidiary companies which are ordinarily 
resident in the United Kingdom and a company will be deemed to be 
a member of a group if not less than 75 per cent. of its Ordinary share 
capital was owned by the principal company or another member of 
that group on January 1, 1952. 

The new idea that none of the three taxes—Excess 
Profits Levy, Profits Tax and income tax—is to be allowed 
as a deduction in arriving at any other is a much needed 
simplification, though it can have peculiar results in 
exceptional cases owing to the income tax year being 
different from that for the other two taxes. | 

It is interesting to compare the position of a company 
which has a standard of £70,000, but made £100,000 in 
1951 and again in 1952, and paid away the maximum 
dividend. For this purpose, income tax on the year’s profits 
is computed, and it is assumed that there is no franked 
investment income and that income tax for 1953-54 will 
remain at gs. 6d: 

1951 
Profit 


' EPL. 


P.T. 50 per cent. on £64,286 
10 per cent. on £35,714 


I.T. at gs. 6d. on £64,286 


Dividend 
Less 1.T. 


£33,750 


Profit . 
E.P.L. 30 per cent. on £30,000 .. 9,000 
P.T. 17} per cent. on £60,741 

2} per cent. on £39,259 


11,611 
LT. at gs. 6d. on £100,000 


475500 


Dividend 


60, 
Less LT. get 


28,852 
———— Jee 


Where there are no excess profits, a bigger dividend 
could be paid, thus: 


130 


Bigger Dividend 1952 
Profit ae oa ne 
P.T. 17} per cent. on £74,074 
24 per cent. on £25,926 


1.T. 47} per cent. on £100,000 


Dividend 
Less 1.T. 


Same Dividend 1952 


Profit ow a e« 
P.T. 17} per cent. on £64,285 
2 per cent. on £35,715 


I.T. 474 per cent. on £100,000 


The only real deterrent on increased dividends, compared 
with last year, is where Excess Profits Levy is payable. 


The following table, reproduced from The Times (a 
subsequently corrected), is illuminating: ‘ 
TOTAL TAX PAYABLE (OLD AND NEW) 
Companies Distributing (gross) 
(A) (B) _ (C) 
cent. of 
profits 
p.c. 
Old combined rate 
New combined rate, 
where standard profit 
is the following per- 
centage of taxable . 
profit— 
(i)100 (or better) 


(vii) 40 (or worse). 755° 
* This is the top rate, and any additional profits in excess of standard 
would be taxed at this total rate. 


A company will now pay 80 per cent. on excess profit 
(Excess Profits Levy 30 per cent., Profits Tax 2} per cent. 
and income tax 47} per cent.) retained in the busines, 
with a further 15 per.cent. on profits distributed, but the 
Excess Profits Levy cannot exceed 18 per cent. of the total 
profits. If Excess Profits Levy were paid at 18 per cent. 0 
the total profit and the whole balance available after 
payment of Excess Profits Levy and Profits Tax were di 
tributed in dividend, the rates would total just over 75 pP& 
cent. 


Stamp Duties 
As from August 1, 1952, the stamp duties on conveyances ® 
property other than stocks and marketable securities are © 
be reduced to 1 per cent. for considerations exceeding 
£1,500 but not exceeding £3,000 and 1$-per cent. fo 
considerations exceeding £3,000 but not exceeding £3,45% 


£ £ 
~ I i 
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= 648 abolish 
————— C 
13,611 iath 
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penn 61,11 
| 7 .* +. oe ah ae 74:07 4 
ate ” a ee ee * 35,135 
——— £3888 
: =a 2 
| | es 
£ £ 
we, ied 100,000 
ee af = 11,250 
po “ nee = 893 
12,143 
| Ss .. 47,900 
aes 
40,357 
Dividend .. 7” - on wi 64,286 == 
Less1.T.  .. os es os oe 30,536 
Sree ee 
Balance left .. £6,607 
——— 
Tax Rev 
Broadca: 
: Sundry | 
Miscella 
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Housing 
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: i es TH Se My -2 75 7:25 ; ? | 
355714 fms ares 2 2 Coal Na 
: pe ++ ee = 30,536 Film Co 
— 66,250 
Mo Oe 64,286 
as ¥e oa a - 30,536 
| 
1952 
£ 
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£ Estate Duty The Finance Act, 1940, is to be amended so as to include 
100,000] rhe distinc tion between different ranks in the Hered’ is to be money in any reference to transfer of property to a company. 
polished; broadly speaking total exemption will be given for This is to get over the decision that a subscription of shares 
jeath on active service, but no relief at all in time of peace. is not a “ transfer of property.” 
61,111 
1951-52 Provisional Out-turn and 1952-53 Budget 
‘em Estimate 
(New (alternative) Classification) 
59,643 
pes REVENUE ITEMS 
335750 a £ million . £ million 
—. ECEIPTS 1951-52 1952-53 AYMENTS 1951-52 1952-53 
£6,607 visional | Estimate Provisional Estimate 
—= Outturn Outturn 
Tax Revenue 4,190 4,498 Interest on Debtt 515 540 
npared | broadcast Licencest ; 14 15 Interest outside Budget 47 I 
le Sundry Loans (Interest)+ 8 8 Post-war Credits .. 17 17 
e Miscellaneoust sy a 33 7 Other Expendituret 3,130 3452 
mes (asim Interest outside Budget .. 47 61 
, Bg Housing receipts from Votes 20 21 
) Torat Revenue REcerPTs 4,312 4,650 Torat Revenve PAYMENTS 3, 4,0 
) SuRPLus - bos spo 
(D) 
50 per 45312 4,650 4,312 4,650 
ent. of 
orofits 
p.c. 
03.25 
LOANS AND OTHER NON-REVENUE ITEMS 
RECEIPTS PAYMENTS 
Trading Servicesf . 75 12 Sinking Fundst 27 35 
57-5 fg Sundry Loans (Principal) t 17 18 rt Guarantees 10 1 
60.5  f Miscellaneous (including Surplus Stores) t 103 63 — Profits Tax Refunds 6 6 
63.5 fi Export Guarantees—Repayments : I 2 ar Damage 77 7o 
66.5 J local Authorities—Repayments . . ey 12 16 Canitel and Loan, etc., Items in ‘Supply 
69.5 fi New Towns—Repayments : i 1 I Expendituret  .. 149 157 
72.5 i Coal Nationalisation—Repayments 5 4 in Trading Stocks, etc. t.. 74 —7] 
75-5* ff film Corporation—Repayments— I I Stockpiling of Strategic Reserves 179 53 
tandard Scottish Special Housing 7 7 
Armed Forces—Housing 10 13 
Loans to Local Authorities ‘ o 365 360 
profits Loans to Northern Ireland Exchequer oe 3 6 
nt Loans for New Towns Development 15 23 
hug 7 Loans to Film Corporation : Rs 1 
siness, Town and Country Planning—Issues to 
ut the Central Land Board .. I 6 
tal Coal Nationalisation—Working Capital, ‘ete. 16 16 
C to Raw Cotton Commission—Working Capital 25 14 
nt. on Overseas Resources—Colonial Development 11 I 
| -~ Toran Non-REVENUE RECEIPTS . 215 117 Tora, Non-REVENUE PAYMENTS 976 772 
re Ge or Non-REVENUE PAYMENTS OvER 
75 pet a Me ne . 761 655 
— 976 772 976 772 
Tora. Recerts .. 45527 4,767 Tora PAYMENTs .. 4,685 4,842 
1Ces 0 | ——_——- 
are (0 * Overall ” Deficit 1951-52 £158 million. “‘ True Revenue ” Surplus 1951-52 £603 million. ‘‘ Above-the-line ” Surplus 1951-52 £366 million. 
eding ” Deficit 1952-53 £75 million. ‘ True Revenue ” Surplus 1952-53 £580 million.* “ Above-the-line ” Surplus 1952-53 £431 million.* 
t. forffif . * This ficure does not take account of the net saving in expenditure resulting from the reduction of food subsidies and increased payments of pensions, 
3,450 surance lyenefits, family allowances, etc. 


+ These items are shown in the “ above-the-line ” account in the old conventional accounts. 
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~The Companies Act in Operation 


We present the substance of an address by Mr. E. H. S. Marker, C.B., Under-Secretary of 
the Board of Trade, to a luncheon meeting of the Incorporated Accountants’ London and District 
Society, held on February 5. Mr. J. A. Jackson, F.C.A., F.S.A.A., chairman of the District 
Society, presided. Mr. Marker said that as he had been closely associated with the framing 
of the Companies Act, 1948, and with its administration he would like to give his impressions 
on a few matters arising from it, which though sometimes delicate and even controversial 


were of importance and worth some attention. 


THe Act, Mr. MARKER SAID, HAD 
been working for close on four years. 
Experience suggested that it was a good Act 
and that broadly it had not fallen short of 
expectations. That was no doubt because 
the Board of Trade had had willing help 
from the accountancy and legal professions 
and from the business community—and also 
because the Board had iried to be sensible 
and reasonable. 

Company law did not begin with the Act 
of 1948, or even with that of 1929. Like all 
our great institutions it went back into 
history and was built up on the foundations 
of long experience, moulded to meet 
changing conditions. The scientists told 
them that development proceeded by leaps, 
and one could see such leaps in the develop- 
ment of company law. One was the first 
Act conferring limited liability, that of 1862. 
Another big leap forward was the Act of 
1948, which took account for the first time 
of the modern complexities of company 
group organisation, and that mainly in the 
field with which they were concerned 
—accountancy. Because these things had 
their roots so far back in history, one should 
go slow when new provisions gave rise to 
real difficulty. To ignore the amber light 
was to drive without sufficient care. 

Perhaps the most important accountancy 
provision in the Act was Section 149 (1), 
together with the corresponding provision 
in Section 152 regarding group accounts. 
Section 149 provided that every balance 
sheet of a company should give a true and 
fair view of the state of affairs of the company 
as at the end of its financial year and every 
profit and loss account of a company should 
give a true and fair view of the profit or loss 
of the company for the financial year. 

It had been suggested that the words 
“ true and fair’? were either tautologous or 
contradictory. If the accounts were true, 
must they not be fair, and if they were fair, 
ought they not to be true? But the meaning 
was plain. The accounts must be correct 
from the accountancy standpoint—correct, 
that was to say, in relation to the books and 
so on. That was really the intent of the 
words in the old Act, which were “ true and 
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correct.” In addition the 1947 Act imported 
an idea of great importance which was not 
present in the old law, that in addition to 
being true and correct, the accounts must 
give a fair picture. And by “ fair” was 
meant a picture which was honest ard did 
not deceive either shareholders or the 
public in any material respect. 
Parliament had decided that with certain 
exceptions companies should be required to 
disclose their inner reserves. Whether 
everyone fully appreciated the great diffi- 
culties of this problem in a postwar period, 
he sometimes wondered, in view especially 
of the greatly increased difficulties that had 
come upon them by reason of the changes 


.in the value of money. He might refer in 


this connection to paragraph 27 of the 
Eighth Schedule, which dealt with the 


definitions of provision and reserve. Under © 


present conditions when was a reserve not a 
reserve and when was a provision not a 
provision? He would not attempt any 
answer to this delicate question. 

This matter could not be treated entirely 
apart from paragraph 5 of the Eighth 
Schedule, which dealt with the valuation of 
assets and allowed assets acquired before the 
commencement of the Act to be stated at 
their book value—that was, if the figures 
relating to the period before the commence- 
ment of the Act could not be obtained 
without unreasonable expense or delay, 
since it would obviously have been un- 
reasonable to require a revaluation of all 
assets by the side wind of a reform of 
company law. 

Directors and auditors must have had a 
pretty difficult problem in determining, in 
view of this provision, whether to obtain 
figures would have entailed unreasonable 
expense or delay; whether, if they were not 
obtained, there might be an undisclosed 
reserve; and whether, in either case, the 
accounts were true and fair. 

This was, however, a transitory problem 
because, as new assets were acquired or old 
assets were replaced, their values would 
come within the new Act, but in the mean- 


‘time the problem was a difficult one. It had, 


they all knew, been exercising the minds of 


accountants and managemenis. It mnighy 
be doubted whether there cou! be any ong 
solution. 

Auditors were required to state whether 


in their opinion and to the best of the 


information and according to ‘he explang 
tions given them, the accounts gave thy 
information required by the Act in ¢ 
manner so required and gave a true anj 
fair view of the state of the 
affairs and of the profit or loss. 1 a 
So far this was more or less plain sailing, 
but difficulty had arisen, perhaps from the 
wording of the Ninth Schedule, in conne. 
tion with the certificate required of auditoy 
in the case of those companies—banking 
and discount, insurance and shipping con. 
panies—which were expressly exempted 
from having to disclose their inner reserves, 
What the Act asked the auditors to do was 
to say whether, in their opinion, the 
accounts gave a true and fair view, subject to 
the non-disclosure of any matters (to be 
indicated in the Report) which by virtue o 
Part III of the Eighth Schedule were not 
required to be disclosed. There had been 
much controversy about this. It had been 
argued that if the inner reserves were not 
disclosed, the accounts could not be true and 
fair. However that might be, he would draw 
attention to the provision inserted in all the 
relevant places in Part III of the Eighth 
Schedule, which stated expressly that “ the 
accounts of a company shall not be deemed, 
by reason only of the fact that they do not 
comply with any requirements of Part I 0 
this Schedule from which the company is 
exempt by virtue of this paragraph, not to 
give the true and fair view required by this 
Act.” Surely that could only mean that if the 
accounts of a banking, discount, insurance 
or shipping company were otherwise above 
reproach, whilst not disclosing the thing 
which the Act expressly allowed them not 
to disclose, those accounts were, for the 
purposes of the Act, to be deemed to be true 
and fair. And surely the intention of the 
legislature must have been to enable a 
auditor, exercising his duty under the Act, 
to give the certificate with a clear conscience. 
Another point to which he would draw 
attention was that the Ninth Schedule did 
not lay down any special form of certificate 
but only stated the matters which were tobe 
dealt with in the auditor’s report. He did 
not propose to deal further with this subject 
and any remarks which he had made were 
intended to be helpful, and certainly m0 
critical. The whole thing reminded him 
an Act of Parliament, passed, he was told, 
in the early years of this century, which wa 
said to provide that for certain purposes al 
women should be deemed to be men. Fot 
the purposes of the Act they certainly mu 
be, but that did not make a woman a mat, 
or a man a woman. He understood thal 
certain suggestions had been made to the 
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joard of ‘rade by the accountancy pro- 
gion and he was sure that they would 
gotive sympathetic consideration. It was 
grtainly a point which should be looked at 
yhen there was an opportunity of reviewing 
¢ law. 
. passing from the duties of auditors, 
ie would refer to their responsibilities in 
regard to prospectuses, a point which was 
brought out in nearly every criminal case 
oncerned with this subject. If he might 
apress a purely personal opinion, it seemed 
io him that there were some things which 
an Act of Parliament could not do, and one 
of them was to deal with all the duties 
filling upon every one of us. From the 
point of view of the investing public one of 
the most important matters in a prospectus 
was the statement of the past profits of the 
company or the group, and the prospective 
profits, because on these figures they would 
mainly decide whether or not to risk their 
money. If he were an accountant asked to 
append his name to a prospectus he would 
uke great care to find out, to the utmost of 
his ability, whether the facts given as to past 
profits were true and fair and also whether 
the basis of the anticipated future yield was 
reasonable. ‘These words did not occur in 
the Act and it would be extremely difficult 
to lay such an obligation on the auditors, 


but he was sure that responsible members of 


' the profession did just what he had said, and 


would continue to do it, whatever the law 
might or might not direct. 

Lastly, said Mr. Marker, he wished to 
pay a tribute to the accountancy profession 
itself, and to the part which it had played 
in furthering British enterprise all over the 
world. It had been said that the company 
law was a charter, under which British 
trade and industry operated without inter- 
ference from Government departments. In 
keeping the accounts of this vast system in 
some order—and without accounts one 
didn’t know where one was—the accoun- 
tants had played a notable part, and perhaps 
even more so in the duties which they 
performed as auditors of companies. The 
qualified accountant was a rara avis and he 
ought to be welcomed all over the world, 
without distinction of nationality or mem- 
bership of any particular body, so long as it 
was a body which maintained the high 
standards associated with accountancy. 

They did not attempt to administer the 
company law from Whitehall, without 
reference to the business and professional 
world. To guide them they had a General 
Consultative Committee, having on it 
representatives of industry, commerce, 
finance, the law, stock exchanges and 


Letters to the Editor 


The Society’s Examinations 

Sirn,—The results of the examinations 
held by the Society from November 13 to 16, 
1951, were not issued until February 6, 
1952, that is, 12 weeks after the examinations 
had been held and only 14 weeks before the 
next examinations. We should like to call 
attention of members of the Society to the 
lect of this long delay on students, par- 
ticularly taking into account the recent 
division of the Final examination into two 
parts, 
A student who took Part I ofthe Final 
tamination last November and who wishes 
sit for it again at the first opportunity, if 
te has not been successful in November, is 
tot in a position to know whether to con- 
tinue working for Part I or whether he can 
«ttle down to his studies for Part II until 
'{ weeks before the next examination is 
due to b- held. 

We appreciate that the examiners, who 


have to deal with nearly three times the 
prewar number of candidates, must be 
considered, but it appears to us that their 
convenience is sometimes studied at the 
expense of the students. If the present 
examiners cannot cope with the number of 
papers to be marked, it should be possible 
to obtain additional examiners. 

In other professions the examination 
results are obtained more promptly and we 
do not see why our own Society should lag 
behind to this extent. 

Yours faithfully, 
Hopkins, STEVENSON & Co., 
Incorporated Accountants. 
Liverpool, 
February 22, 1952. 


[We understand that the subject matter of 
this letter is under the consideration of the 
Examination and Membership Committee of 
the Society. It should be understood, however, 


accountancy, and on special accountancy 
matters they had an Accountancy Advisory 
Committee. 

He must mention by name two members 
of the Consultative Committee. The first 
was Sir Harold Howitt, a past-President of 
the Institute and chairman of the Co- 
ordinating Committee of the accountancy 
profession. The proposals for co-ordination 
seemed for the moment to have fallen by the 
wayside, but other suggestions were being 
considered and he was confident that if and 
when the profession put before the Board 
of Trade proposals on this matter, they 
would receive sympathetic consideration. 
The other member of the Committee to 
whom he wished to refer was the 
chairman’s own partner, the distinguished 
Vice-President of the Society, Mr. Bertram 
Nelson, whose activities not only in accoun- 
tancy but in commerce and in other things, 
too, were manifold. He had been a tower 
of strength to them. a 

The’ Accountancy Committee, of which 
the chairman was Sir Russell Kettle, had 
representatives on it of all the recognised 
bodies. The Society was represented there 
by Mr. Cassleton Elliott, a past-President 
of the Society, who had contributed, with 
his colleagues, greatly to the smooth working 
of the new Act. 


that the mere appointment of additional 
examiners is not a completely satisfactory 
solution to the difficulty. There is no question 


__ of studying the convenience of examiners more 


than that of students, but only of doing justice 
to the candidates.—Editar, AccounTancy.] 


Complexities of the Calendar 

Smr,—Was not it (then) the fifth month 
that Julius renamed in his honour? 

Did not the Government continue with 
the old dates because of the provision that 
there should be no acceleration of payments 
becoming due, etc. (see extracts quoted 
from the Act)? 


Liverpool, 
March 18, 1952. 


[Mr. R. Rosert, A.c.1.s., author of the article 
on this subject (March issue, page 96), replies as 
follows: Yes, Julius renamed Quintilis, which 
was the fifth month of the Roman calendar. 
“* Cancer’s ” second paragraph is probably also 
correct; but it was still somewhat contradictory 
to retain the old year, whilst forcing the new 
on everyone else!] 
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Leaves from the Notebook of a Professional Accountant 


The Taxability of Unlawful Profits—II"_ 


It is fairly clear from what has been said that only in very 
exceptional circumstances will ‘‘ unlawful profits ” escape 
taxation. 

It must not, however, be said that the Revenue Authori- 
ties deliberately assess such profits, or that they are 
‘* partners” in a business which enters into illegal transac- 
tions from which profits or gains arise, or that they keep the 
Revenue eye open and the eye of justice closed. 

Very precise language is called for to prevent misunder- 
standing. 

A Member of Parliament would unquestionably receive 
a severe rebuke from the Speaker of the House of Commons 
if he accused a fellow Member of being a “ liar.” 

If, however, he suggested that the gentleman in question 
was, perhaps, handling the truth a trifle carelessly—which 
in fact amounts to very much the same thing—it is unlikely 
that any exception would be taken to the remark. 

Thus, if we say that the Revenue authorities are bound 
to assess the profits of a trade, we tacitly admit that it is not 
within their province to consider whether or not the 
transactions from which those profits arise are strictly legal. 

A trader may thus be assessed on profits arising and 

_ simultaneously be penalised for any illegality in the making 
of them. Further, if the penalties take the form of a fine, 
the fine will in no circumstance constitute a chargeable 
expense of the business. 

Let us apply these remarks to other doubtful activities. 

A receiver of stolen goods will almost certainly combine 
his unlawful activities with some legitimate business. 
Nobody has ever heard of a man labelling his shop-window: 

JOHN JONES 

RECEIVER OF STOLEN GOODS 


On the other hand, he may call himself a jeweller or 
watchmaker and conduct his illicit business behind the 
scenes. 

To avoid undue attention he must at least pretend to 
carry on a legitimate business, since it would not be very 
convincing if his accounts invariably disclosed a loss. _ 
If, therefore, the authorities find that he is carrying on a 
trade, or a business in the nature of a trade, the profit 
arising therefrom will be taxable even though many or all 
of the transactions be unlawful. 

The fact that he has been assessed to income tax, how- 
ever, will in no way protect him should the police get on to 
his tracks. 

Trafficking in drugs, to take another example, may or 
may not be a lawful business, and lawfui transactions may 
be intermixed with unlawful activities. 

* The first part of this article appeared in our February issue, pp. 60-63. 
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By ERNEST EVAN SPICER, F.c.a. 


-denouncing the co-adventurers for so wickedly deceiving 


The test from a taxation point of view is whether a trade 
is being carried on. 

It is thus apparent that non-enforcement of the law is no 
real concern of the Inland Revenue authorities. 


* * * * 


It may be interesting to inquire what the Rev. Stephen 
Collins has to say regarding matters of this nature. 

Naturally, he views the weaknesses of human nature 
through clerical pince-nez, and his outspoken condemna. 
tions are often very severe. 

He likes, however, to be regarded as the working man’s 
friend, without in any way offending the susceptibilities of 
the wealthy members of his congregation, and invariably 
champions the right of the honest toiler to his glass of beer, 

His views on betting, however, are somewhat surprising, 

He is, of course, opposed in principle to all betting, 
particularly in this country, but nevertheless, he is genuinely 
shocked with the anomalies of our betting laws, which 
render street betting, as opposed to credit betting, illegal 
and punishable, and on many occasions has voiced his 
opinion in public. 

His sympathies, therefore, in the case of Southern v. A.B, 
were all on the side of the unfortunate bookmaker. 

His reaction, however, to the Lindsay case was typical of 
his calling and he evinced almost unnecessary warmth in 


the Customs authorities. 

His outburst is, however, understandable having regard 
to the facts in the following case, extracted by us from Mr. 
Greatheart’s Notebook. 

* * * * 


ILLUSTRATION 


In the spring of the year 1923, the Rev. Stephen Collins 
took a well-earned rest in the South of France. He chos 
Beaulieu as a quiet spot, conveniently situated betwee 
Nice on the one hand, and Monte Carlo and the Italian 
border on the other, and took a suite of rooms in that most 
exclusive hotel, La Réserve. 

During his stay he met a very charming Frenchman, who 
held an important position in one of the great wine houss 
of Bordeaux. 

This gentleman informed him that he was on the point 
completing, on behalf of his “‘ firm,” the final arrangement 
for shipping a cargo of brandy to the United States d 
America on behalf of the “ White House” and othe 
“* Government Departments,” and that it would take th 
form of a “ pool,” limited to fifteen members. 

Everything was, of course, perfectly legal and above 
board, having regard to the ultimate destination of tht 
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brandy, but nevertheless, the utmost secrecy had to be 
observed because the “ prohibition ” laws of the United 
States— by an unbelievable oversight—had made no 
specific exception in favour of the “‘ White House.” 

It was impossible, therefore, to obtain a direct order 
fom the American Government for the import of the 
brandy, but, as Mr. Collins would readily appreciate, this 
was, in the peculiar circumstances, wholly superfluous. 

Special facilities—to avoid trouble with the American 
Customs officialk—would doubtless be provided, but 
nevertheless, the shipment would have to pass through their 
authorised American agents. 

He freely admitted that the scheme might involve a 
technical breach of the “ prohibition ” regulations, but it 
was one which, he felt sure, could be ignored by the most 
srait-laced clergyman. 

In the past his “‘ firm ” had organised six similar “ pools,” 
all of which had been successful and highly profitable (as 
was evidenced by the audited accounts which he produced) 
and he had no reason to suppose that this pool would not 
show equally satisfactory results. 

There was still one vacancy left, and if, after due con- 
sideration, Mr. Collins cared to invest £2,000 in the 
venture, he would be pleased to reserve it for him. 

Mr. Collins was greatly attracted by the proposal. The 
absence of every real element of illegality, in an undertaking 
of this nature, was most refreshing and he could not help 
feeling how wise the French Government was—in contrast 
to the British Government—in refraining from placing 
irritating obstacles in the way of legitimate business 
enterprise. 

After mature reflection and searching inquiries regarding 
the commercial standing of his friend, he agreed to become 
the fifteenth member of Pool No. 7, and in due course 
deposited his cheque for £2,000 with the Bordeaux wine 
merchants. 

Now it chanced that, at the very time when the Rev. 
Stephen Collins was gravely discussing Pool No. 7 with his 
friend in Beaulieu, his son Mr. James Collins (who was in 
New York on a short business trip) was invited to take a 
share in an American syndicate of “ spirit importers,” the 
organisers of which, unlike their opposite number in 
France, made no claim—even untruthfully—to the smallest 
element of legality regarding their activities. 

This syndicate operated in a very different manner from 
that in which the Rev. Stephen Collins was a participant. 

There were no purchases, as such, only sales. The 
organisers of the syndicate owned a very fast-moving motor 
launch and having obtained—through the intermediary of 
their secret agents—detailed information regarding the 
intentions of illicit “ rum- runners,’ > swooped down upon 
them unawares, and, in the guise of American Revenue 
officials, seized, under dire threats, the entire “ cargo ” and 
made off. 

Mr. James Collins was doubtless guilty of very disgraceful 
conduct in joining such a syndicate, and it is impossilbe to 
offer any extenuating circumstance in mitigation. But who, 
we ask, could have anticipated that the organisers of 

Sdicate No. 13 would obtain full particulars of the 


arrangements so carefully worked out in France by the 
organisers of Pool No. 7, to ensure the safe arrival of the 
valuable shipment of brandy, destined—as was alleged— 
for the “‘ White House ” ? 

They did gain this secret information, however, by 
sinfully bribing one of the confidential managers of the 
Bordeaux wine merchants, and thus it came about that the 
French cargo, representing the capital sunk in Pool No. 7, 
found its way into the greedy hold of the fast-moving motor 
launch owned by the organisers of Syndicate No. 13. 

As a result of this double-crossing, Mr. James Collins 
pocketed in America, as his share of the profit arising to 
Syndicate No. 13, a sum almost identical with that which 
his father, the Rev. Stephen Collins, lost in France on 
Pool No. 7. 

Mr. Greatheart informs us that to this incident must be 
attributed the fact that, between the years 1923 and 1927, 
the front door of the vicarage was closed to Mr. James 
Collins, notwithstanding the tearful intercession of Mrs. 
Collins’ and the Misses Esmerelda, Gertrude, Castilda, 
Caroline and darling little Phoebe Collins, throughout 
the whole of Ember Week in each of these years. 

* * * * 

We must now consider the taxation implications involved 
in this pitiful case, and for the sake of simplicity we will 
assume that Mr. James Collins gained in America the 
equivalent of £2,000, which he remitted to this country, 
and that the Rev. Stephen Collins lost an exactly similar 
sum in France. 

The position of Mr. James Collins presents little difficulty, 


but that of the Rev. Stephen Collins is by no means as 


clear as one might wish, and unfortunately the opinions 
expressed by Mr. Greatheart do not wholly coincide with 
those of the Board of Inland Revenue, as evidenced by 
practice. 

As, however, Mr. Greatheart’s views would appear to be 
supported by that eminent legal luminary, Mr. Charles 
Stapleton, x.c., of the Inner Temple, we reproduce them 
for the benefit of our readers. 

Before doing so, however, it is necessary to inquire how it 
came about that Mr. Greatheart was consulted in this case, 
seeing that normally the relations subsisting between him 
and the Rev. Stephen Collins were far from cordial. 

The explanation is simple. 

When Mr. Collins was informed of the disaster which had 
overwhelmed Pool No. 7, he refused to believe the story and 
at once assumed that he had been defrauded. Without 
pausing to reflect on the possible repercussions of his action, 
he wrote to the Bordeaux wine merchants, accusing them of 
bare-faced robbery and demanding the immediate return 
of the £2,000 which he had advanced to them. 

Four days later he received a communication from a 
Bordeaux firm of lawyers, stating that they had been 
instructed by their clients to institute proceedings against 
him in the British Courts for defamation of character and 
acquainting him with the intelligence that he would hear 
from their London agents in due course. 


This wholly unexpected turn of the tables quite unnerved 
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poor Mr. Collins, and, in consequence, he took the first 
opportunity of calling upon his solicitor, Mr. Crawley. 

Mr. Crawley listened with amazement, as Mr. Collin’ 
unfolded the astonishing story of Pool No. 7, and then 
remarked that he feared it would be difficult to convince 
anybody of normal intelligence that he, Mr. Collins, had 
been persuaded to join the Pool on the strength of the oral 
assurance of a complete stranger to the effect that the 
President of the United States of America was a party to a 
venture involving illicit rum-running. 

His advice was that Mr. Greatheart—who chanced to be 
in Paris at the time—should be asked to visit Bordeaux and 
endeavour to settle the matter. He pressed this course on 


Mr. Collins because he happened to know that Messrs. — 


Whiting, Sons & Co., the merchant bankers, had granted 
a substantial “ acceptance credit ” to this particular firm of 
wine merchants, and in these circumstances he felt that 
Mr. Greatheart might be able to use his great influence to 
prevent a very lamentable laundering in public of clerical 
linen. 

After considerable hesitation Mr. Collins accepted this 
proposal, on the distinct understanding that the matter 
should not come to the ears of any of the partners of 
Whiting, Sons & Co. 

- Mr. Greatheart managed to settle the matter, without 

any serious difficulty, subject to the condition that Mr. 
Collins withdrew unreservedly his false allegations and 
wrote an humble apology, in the terms of a draft settled by 
the French lawyers, to the Bordeaux firm of wine merchants, 


Mr. Collins was naturally greatly relieved when Mr. 
Greatheart reported on the success of his mission, but 


nevertheless, after the initial sensation of undlloyed thank- | 


fulness had, in some measure, subsided, his thoughts 
quickly reverted to the cruel loss which he had sustained, 
and he begged Mr. Greatheart to consider whether there 
were no means by which his financial anxieties might be 
ameliorated. 

Mr. Greatheart, thereupon, turned his powerful mind to 
the question whether Mr. Collins could obtain relief under 
Section 34, Income Tax Act, 1918, in respect of the loss of 
£2,000 sustained as a result of his somewhat questionable 
** trading ” abroad. 

He pointed out that this Section provides that ‘‘ where 
any ey sustains a loss in trade . . . carried on by 
him . . .” he may claim relief. 

The Board of Inland Revenue, he explained, had taken 
the view that this Section applied only to “ persons” 
carrying on business in the United Kingdom. To the best 
of his knowledge and belief, they had never stated the 
grounds on which this view was supported and the question 
arose as towhether it was sound. Personally, he thought that 
as the Section did not specifically limit its application to the 
United Kingdom, it could be argued that it also applied to 
“* persons ”’ resident in this country but carrying on business 
abroad. 

Mr. Greatheart found himself unable to give Mr. Collins 


any hope that the Board of Inland Revenue would accept © 


this view without contesting it, and moreover, he could give 
him no guarantee that, if the question were referred to the 
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Courts on a point of law, his interpretation of the Section 
would be upheld. 

All he could say was that Mr. Collins would be perform. 
ing a public service by providing a test case. 

Mr. Collins was very angry with Mr. Greatheart for 
suggesting that, in any circumstances, he would be prepared 
to allow his private affairs to be discussed openly in Court, 
merely to decide an obscure and highly doubt/ul lea 
point, and rebuked him severely for tendering such “ flabby 
and Laodicean ” advice. 

Mr. Greatheart merely shrugged his shoulders, 2nd made 
a mental note that this outburst must not be overlooked 
when he rendered to Mr. Collins his account for professional 
services. 

As a final shot, Mr. Greatheart informed Mr. Collins 
that Mr. James Collins would be guilty of a fraud on the 
Revenue if he failed to include in his income tax return the 
£2,000 which had been remitted to him from America, 
representing his share of the unlawful profits of Syndicate 
No. 13. 


* * * 


We cannot part company with our inkpot, without 
recording our disapproval of the note of spitefulness on 
which Mr. Greatheart closed the interview. 

We recognise that some people may feel that Mr. Collins 
acted thoughtlessly, when he consented to become a 
member of Pool No. 7; but, as he himself has stated, he did 
so mainly to oblige his French friend. Moreover, have we 
not the authority of Holy Writ for knowing that even the 
greatest men sometimes lack wisdom? 

Those who, Sunday after Sunday, have sat at his feet will 
need no reminder that Mr. Collins’ whole life has been one 
of long, unending sacrifice. 

Did he not sacrifice four cousins during the first world 
war, and did he not declare, at the time, that he would even 
sacrifice his wife’s brother, to ensure the overthrow of the 
Kaiser? 

Those who dare to criticise the conduct of this saintly 
man should not forget: 

How many perils doe enfold 
The righteous man, to make him daily fall. 

It cannot be denied that the loss of his £2,000 proved a 
very “ bitter pill ” for Mr. Collins to swallow. 

Stern discipline, combined with much spiritual wrestling, 
in the early years of his Ministry had gradually taught him 
to bear other people’s misfortunes more bravely than his 
own, and on this occasion, his anguish was intensified 
ninety and ninefold when he received a bill of costs, not 
only from Mr. Greatheart, but also from his solicitor, Mr. 
Crawley. 

Vainly did he press upon these gentlemen his solemn 
assurance that he had consulted them as friends, and as 
friends only. 

Callously did they disregard his passionate pleadings and 
force him to pay. 

Let us hope that Time mercifully assuaged his sorrow, 
and that his soul was uplifted by the knowledge that: 

Weeping may endure for a night 
But joy cometh in the morning. 


[Concluded] 
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Taxation Notes 


Tax Evasion. 


FROM TIME TO TIME SUGGESTIONS HAVE 
been made that the Chancellor of the 
Exchequer should set aside a period of 
years as a “ time sanctuary” for tax- 
payers, during which any person 
making a voluntary confession of 
having evaded tax and’ paying up his 
liability (presumably with interest) 
would be exempted from all penalties 
and public proceedings. : 

It is not proposed to discuss the 
merits of such a “‘ let-off.”” The purpose 
of this note is to make a more stringent 
suggestion. 

At present, the Income Tax Acts 
provide severe penalties for failure to 
make correct returns, fraudulent state- 
ments, concealment of income, false 
daims, etc. The penalties may amount 
toas much as treble the tax payable on 
all income, whether omitted or not, in 
addition to the tax on the income 
omitted, plus {20 for each year 
involved. In proceedings before the 
High Court, there is normally no 
power given to the Court to mitigate 
the penalties, but in proceedings before 
the Commissioners there is such power. 
The Board of Inland Revenue, how- 
ever, have power under Section 500, 
Income Tax Act, 1952, to mitigate any 
fine or penalty, or stay or compound 
any proceedings for recovery thereof, 
and may also, after judgment, further 
mitigate or entirely remit the fine or 
penalty, and may order any person 
imprisoned for any offence to be dis- 
charged before the term of his im- 
prisonment has expired. The Treasury 
may mitigate or remit any such fine or 
penalty, either before or after judgment. 

It makes the writer wonder whether 
there is not something a little out of 
step with the ideas of British justice, in 
that a body of civil servants, admittedly 
the best in the world, should have the 
tesponsibility, the power and the duty, 
of imposing exceedingly heavy pecuni- 
ary fines—for that is what the penalties 
are—afier the case has been argued 
merely between the taxpayer’s advisers 
and representatives of the Board, none 
of whom may even be solicitors. The 
Board, who make the final decision 
whether to prosecute or not, or as to 


the fine to be imposed, reach their 
decision on written reports, but do not 
see the accused. If a taxpayer is found 
apparently to have evaded tax amount- 
ing to £20,000, the penalty may 
amount to £10,000 or more, in addition 
to compound interest. 

Observation leads to the conclusion 
that evasion is not getting less. It is 
only necessary to listen to remarks in 
trains, bars, restaurants, etc.—and we 
do not refer to eavesdropping but to 
remarks addressed to ourselves—to 
realise the effect high taxation is having 
on morale and morals. 

We invite our readers’ observations, 
therefore, on the suggestion that the 
Treasury should make an announce- 
merc that after a certain date, say a 
year ahead, all penalty proceedings 
would be taken in open Court—if 
necessary a new one set up for the 
purpose—except where there were the 
greatest mitigating circumstances, but 
the present practice would apply to 
any confessions made in the interval. 
It will be remembered that the present 
practice leaves the Revenue free to 
prosecute until they have agreed to a 


pecuniary settlement, so the suggestion 
would not “let off” any one who 
would be prosecuted under the present 
procedure. It would, however, warn 
delinquents that the Treasury were 
going to be much “ tougher ”’ in future. 


Another Type of Incentive 
There is no fiction in this note; it is 
happening. A taxpayer lives apart 
from his wife, and maintains another 
household, as well as his wife. His 
income for tax purposes is £6,000. On 
advice, he enters into two “ seven 
year ” covenants, each for £1,500, one 
to his wife, the other to his mistress. 
The effect on tax is as shown below, 
taking 1951-52 rates of tax. 

There may also be child relief for an 
illegitimate child of whom the mother 
has the custody. 

Summarised, the position is as follows: 

Before After 

£6,000 £6,000 
3,301 


2,699 


Income 
Paid out in tax 


Recouped by ladies 


Available to the three 


£2,699 


The difference of £854 is made up of 
sur-tax £675 plus repayment to ladies 


£50 at 3/- 
£200 at 5/6 


£5,160 at 9/6 


£50 at 3/- 
£200 at 5/6 


£5,240 at 9/6 


2,513 10 


£3,000 at 9/6 * 1,425 


1,126 


o Sur-tax on £3,000 112 


* Suffered by the recipients of the payments (see Summary) 


Tax reclaimed by 
each lady: 
P.A. £110 at 9/6 52 
’ R.R.R. £50 at 6/6 16 
£200 at 4/- 40 


£108 
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£217 less reduction in personal allow- 
ance £38. 

Had the income been over £15,000, 
so that at least £3,000 was taxable at 
10s., the amount of tax involved would 
have been £1,500 + £217 — £38 = 
£1,679, more than enough to pay the 
net amounts due under the covenants. 
This arises because the taxpayer with 
an income over £15,000 keeps only 


6d. in the £, giving the following 
result: 
Cost of covenants: £3,000 at 6d. 75 
Repayments to ladies less P.A. lost 179 
Net gain £104 
Net covenants... wh pd 1,575 
Tax saved ... wee oe oie 1,679 
£104 


It must be remembered that allow- 
ances were being made to the ladies 
before, without tax relief except to the 
extent of the difference between the 
married and single personal allow- 
ances. 

We cannot think that it is beyond the 
ingenuity of the Treasury to amend the 
law to prevent taxpayers contributing 
to the “ household ” of another in this 
way. 


Production of Schedule A Receipts 
_ Prior to Section 26, Finance Act, 1926, 
a landlord was bound to allow the 
deduction for Schedule A tax even if 
the tenant refused to show him the 
collector’s receipt (North London and 
General Property Co., Lid. v. Moy, Ltd. 
(1918, 2 K.B. 439). The Section 
mentioned made the relevant part of 
Rule 1 of Schedule A, No. VIII, read 
as follows: 
A tenant occupier . . . who pays the 
tax shall be entitled to deduct and retain 
in respect of the rent payable to the land- 


lord . . . an amount representing the 
rate . .. of tax in force . . . for every 
twenty shillings [of the rent] . . . out of 


the first payment thereafter made on 

account of rent, and any... . person 

receiving the rent shall on production of the 

receipt for the payment of the tax allow the 

deduction. . . . 

This deduction cannot, of course, 
exceed the tax paid by the tenant. 

Section 26 added the words we have 
italicised. , 

The word “ production ” means, as 
applied here, the bringing into view or 
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bringing forward of the document, i.e. 
the tenant can be compelled to show 
the person to whom he has to pay the 
rent the receipt for the payment of the 
tax, but need not deliver it up to that 
person. It should be noticed, too, that 
it is only the tenant occupier who has 
to—or can—produce the receipt. 

The position of an intermediate 
lessor is different. He will have had 
tax deducted from the rent receivable 
(not exceeding tax on the net annual 
value) under the above provisions. 
His right to deduct from his landlord is 
given in the case of a short lease by 
Rule 4 of No. VIII, as amended by 
Section 39, Finance Act, 1927; and in 
the case of a long lease by Section 17, 
Finance Act, 1940. If it is a short lease, 
the intermediate lessor can deduct tax 
at the standard rate on the rent he pays, 
but not exceeding the tax deducted 
from him by the occupier or other 
person from whom he receives the rent. 
There is no question of producing the 
“ Schedule A” receipt, as he has not 
got it. If it is a long lease, tax is 
deductible from the rent at the standard 
rate, General Rules 19 and 21 applying 
to the payment. 


Institute of Taxation—Evidence to 
Royal Commission 

The Institute of Taxation have sub- 
mitted written evidence, under Head B, 
to the Royal Commission on Taxation. 
In the introduction to the submissions 
the Institute states that proper replies 
to the questions could not be framed 
without substantial loss of revenue if 
its proposals were adopted, though it 
makeé$ some suggestions to increase the 
national revenue. The representations 
are made with a view to securing 
equity by a redistribution of the tax 
burden. 

In connection with Profits Tax, the 
Institute makes a point that is in the 
minds of many accountants, namely 
that if additional revenue must be 
raised from companies, it should be 
done by an additional rate of income 
tax. 

The main recommendations can be 
summarised: 

(1) The exemption of foreign profits 
derived from trade until remitted to the 
United Kingdom. 

(2) An individual holding a foreign 
employment, coming to this country on 


- allowances to make them correspond to the 


purely business visits, should not be 

as “ resident,” even if he or his wife has . 
house here, unless he spends here = 
aggregate of, say, over 30 days curing th. 
year of assessment. 

(3) A provision to ensure thai no mor 
tax is paid over any period of, say, thre 
years than if the basis of assessment were the 
actual income. 

(4) Where part of a trade is sold and the 
purchaser is assessed as having a ney 
business, the vendor’s profits should 
adjusted so that the profits of the part sold 
are assessed as a cessation. 

(5) The abolition of Schedules A and B, 
net receipts from property to be charged 
under Schedule D. 

(6) Positive guidance should be given 
about expenses allowable under Cases I and 
II instead of the present negative rules, eg. 
that to be admissible expenditure myst 
accord with commercial and accounting 
practice, and that expenses which would be 
outlay correctly admissible for company law 
purpceses vis-d-vis the directors and share. 
holders should be allowed for tax purposes, 

(7) Amendment of Rule 9 of Schedule £ 
(Rule 7 in the new Income Tax Act) by the 
omission of the word “ necessarily,” and 
making the qualification for allowance that 
the money be expended “ wholly and 
exclusively for the efficient performance of 
the said duties.” 

(8) Unilateral double tax relief should 
not be limited except by the taxpayer's 
United Kingdom liability. 

(9) The double tax relief provisions 
should extend to all taxes outside the 
United Kingdom irrespective of where the 
income arises. 

(10) A wider band of income subject to 
the reduced rates of tax with more steps and 
only slight increases in rate at each step; 
a higher rate of earned income relief 
reducing at each £500 increase in income, 
finally tapering off to nil on incomes above 
£3,000; life assurance premiums to be 
allowable at the taxpayer’s highest rate of 
tax; housekeeper allowance to be extended 
to single persons; increases in personal 


increased cost of living and value of money; 
age relief to be given on income up to £1,000. 

(11) Raising the sur-tax exemption limit 
to £3,000, and transferring most assessments 
to the Inspector of Taxes dealing with the 
taxpayer’s return of total income. 

(12) Separate allowances to be given to 
husband and wife; their incomes to be 
treated separately for sur-tax. 

(13) Publication of decisions of the 
Special Commissioners on points of pri 
ciple. 

The representations make interesting 
reading; most accountants would learn 
something from their perusal. 
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Recent Tax Cases 


By W. B. COWCHER, o.s.z., B.LITT., Barrister-at-Law 


INCOME TAX 
Tax-free annuity under will—Repayment to 
annuitant under Income Tax Act, 1918, Section 34, 
in respect of trading loss by reference to annuity— 
Whether tax repaid by reference to annuity to be 
paid over to trustees—Income Tax Act, 1918, 
Section 34—Finance Act, 1926, Section 33. 

In re Lyons (C.A., November 8, 1951, 
T.R. 407) was noted in our issue of Novem- 
ber 1951, page 423. The annuitant under 
his father’s will received a tax-free annuity 
of {10 a week. For 1946-7 he made a loss in 
his business of £1,027 and for 1947-8 a 
similar loss of £1,152. Claiming relief under 
Section 34, he was repaid for 1946-7, 
£429 19s. 1d. and for 1947-8, £422 11s. 11d. 
and the question was how far he was 
accountable to the trustees under the Pettit 
decision (1922, 2 Ch. 765). Romer, J., had 
held that he was accountable for so much of 
each of the sums repaid “ as represented 
repayment of tax paid in respect of his 
annuity for the year in respect of which such 
sums were respectively recovered,” and a 
unanimous Court of Appeal upheld his 
decision, Evershed, M.R., giving the 
judgment of the Court. 

In the lower Court, Romer, J., had 
referred to the option which the annuitant 
had of either claiming relief under Section 34 
of the 1918 Act or carrying forward his 
losses under Section 33 of Finance Act, 1926, 
and said that “ different considerations 
might well have arisen ” with which, how- 
ever, he was not concerned. In the Court of 
Appeal, Evershed, M.R., referred to the 
decision in In re Kingcome (1936, Ch. 566, 
15 A.T.C. 37), by which the annuitant, as 
trustee, was under an obligation to make 
repayment claims, and he said that if it 
were necessary: 


we should not shrink from holding that the 
annuitant was a trustee of his rights 


to claim either under Section 34 or under 
Section 33. He went on to say that the 
Court was inclined to think it had to give 
an answer to the question and then pro- 
ceeded to express a view which may result 
ina further extension of the Pettit principle: 
Strictly, it may follow that he ought to 
exercise that one of the two alternative rights 
available which was the more advantageous 
to the trust estate. We are not, however, 
satis] that it is necessary to go that length. 
It may well be that the annuitant would be 
entitled to exercise whichever of the alterna- 
tives he preferred, that matter being left to 


his discretion: but if he declined to exercise 
either alternative, then, it seems to us, the 
trustees could bring him before the Court and 
obtain an order on him to exercise either that 
one which was the more beneficial to the 
estate, or, at least, that one which he, the 
annuitant, preferred. 


The worst feature of these Pettit cases 
would seem to be that for every problem 
settled a new one is created in the process. 


Factory—Replacement of chimney— Whether cost 
admissible as deduction in computing profits— 
Income Tax Act, 1918, Schedule D, Cases I and 
IT, Rule 3 (a), (d). 

Samuel Jones & Co. (Devondale), 
Ltd. v. C.1.R. (Court of Session (Inner 
House), December 13, 1951, T-R. 411), 
arose Out of the necessity for replacing a 
worn-out factory chimney. The appellant 
company had erected a substitute chimney 
close to the old one and it had been found 
as a fact that the new chimney was not an 
appreciable improvement upon the old and 
that its boiler draught was exactly the same. 
The Special Commissioners had found that 
whilst the cost, £260, of removing the old 
chimney was an admissible deduction in 
computing profits, the cost, £4,363, of the 
new chimney was not. They had felt them- 
selves bound by the decision of Rowlatt, J., 
in Bullcroft Main Collieries, Ltd. v. O’Grady 
(1932, 11 A.T.C. 181 ; 17 T.C. 93), where 
he had held that the cost of erecting a new 
chimney at the pithead of a colliery was 
capital expenditure. There, however, the 
new chimney was bigger and taller than the 
old one, and was admittedly an improve- 
ment. Rowlatt, J., however, had based his 
judgment upon his finding that the chimney 
was “an entirety” and not a subsidiary 
part of the factory, thus upholding the 
decision of the Special Commissioners but 
upon different grounds. In the present case, 
the Court of Session unanimously reversed 
the latter’s decision. Applying the principle 
of the Rowlatt judgment, they held that the 
entirety was the factory, and that: 

the chimney with which we are concerned is 

physically, commercially and functionally an 

i ble part of an “ entirety” which is 

the factory. 

But the Lord President said that the line 
of approach to the problem which he 
preferred was that taken by the Privy 
Council in Rhodesia Railways, Lid. v. 
Bechuanaland Collector (1933, A.C. 368; 12 


A.T.C, 223). As a matter of fact, it is not 
easy to see how a chimney at the pithead of 
a colliery could possibly be regarded as an 


. “ entirety ” unless by this word Rowlatt, J., 


simply meant a whole chimney. This last 
had been, really, the Revenue contention 
in the case; and had been upheld by the 
Special Commissioners. The present 
decision is to be welcomed from both the 
economic and equitable standpoints. 


Income tax—Profits of trade—Sales of houses by 
building company—Loans on mortgage by 
building society to purchasers—Deposits with 
building society by company to form pool to secure 
society against loss by reason of loans exceeding 
normal ratio to value—Cessation of business— 
Release of deposits after cessation—Whether 
amounts released includible as trade receipts of 
last trading period of company. 

Chibbett v. Harold Brockfield and 
Son, Ltd. (Ch., December 17, 1951, 
T.R. 383) was a third expensive lesson for 
the Revenue upon the subject of house- 
purchase without capital, the previous ones 
being John Cronk & Sons, Lid. v. Harrison 
(1937, A.C. 185; 14 A.T.C., 20 T.C. 612), 
Absalom v. Talbot (1944, A.C. 204, 23 A.T.C. 
137, 26 T.C. 166). The respondent com- 
pany during the years 1934-1939 built a 
number of houses which were sold to pur- 
chasers who, as in Cronk’s and Absalom’s 
cases, were unable to provide the whole of 
the differences between the building society’s 
ordinary limits of advances and the respec- 
tive purchase prices. As a variant from 
either of the two earlier cases, the respon- 
dent company deposited money with the 
building society in the form of a pool to 
cover the excess advances. On November 
28, 1946, the respondent company went into 
liquidation and on May 8, 1947, the 
deposits were released. The Special Com- 
missioners had found that the deposits were 
worth their full face value at the earlier 
date and it was claimed for the Crown that 
this value should be included in the profits 
of the last trading period ending in 1946. 
The Commissioners had rejected this 
contention; and Donovan, J., upheld them. 

In Cronk’s case the House of Lords had 
held that such deposits should, if possible, 
be valued as at the time of sale of each 
house; otherwise they were to come into 
the computation of profits when the deposits 
were released “‘ during the trading periods 
in question.”” There, however, the deposits 
were related to each individual purchase; 
but in the present case there was the pool 
which formed the security for the perform- 
ance of the obligations of all those buying 
on the instalments plan. There had been 
no valuations at the times of sale and as the 
deposits were not released until over five 
months after the cessation of trading the 
amounts in question escaped taxation. 
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Charity—Payments by City of London Corpora- 


tion under Statute—** Such moneys as shall be 
necessary ”’ to enable the work of the charity to 
be carried on—Whether “* annual payments ”— 
Epping Forest Act, 1878, Sections 3, 31, 33, 39, 
41, 42—Income Tax Act, 1918, Schedule D, 
Case III, Rules 1 (a), 2 (1) (6), 2 (2): General 
Rules No. 19. 


C.I1.R. v. Corporation of London 
(as Conservators of Epping Forest) 
(Ch., December 21, 1951, T.R. 401), was 
an interesting case where the factual but 
not the legal issue was whether the City 
should continue to bear the whole burden 
of the upkeep of Epping Forest or, by 
remission of taxation, put part of it upon 
the national Exchequer. Under the Epping 
Forest Act, 1878, the City Corporation are 
the Conservators of the Forest and, as such, 
have to preserve and maintain it as an open 
space for the recreation and enjoyment of 
the public. By Section 39 (1) the Corpora- 
tion have to contribute to the capital and 
income of the Epping Forest Fund such 
moneys as necessary, and at the present time 
these are provided out of the City’s Cash. 
By Section 31, a committee had to be set 
up called the Epping’ Forest Committee, 
to consist of Common Councillors and of 
Verderers of the Forest. This committee 
was to have all the powers of the Conserva- 
tors and, as its expenses had throughout 
exceeded its miscellaneous receipts, annual 
payments had been made out of the City’s 
Cash in accordance with Section 39 (1). 
For the year to March 1949 £16,006 less 
income tax £7,203 was paid; and the 
Conservators, as being a charity, claimed 
repayment of the latter sum. Two additional 
facts need to be mentioned. The Corpora- 
tion making the payment were thesame body 
as received it, namely the Conservators; 
but it was agreed between the parties—why 
is not explained—that they should be 
treated as two separate legal persone so that 
payments could be made from one to the 
other. The second fact was that the City 
Chamberlain was also the treasurer of the 
Epping Forest Fund, so that payments were 
made by book transfers. The only issue in 
the case was whether the said £16,006 was 
an “ annual payment ” within Case III of 
Schedule D from which tax was deductible 
under Rule 19 of the General Rules, 
Income Tax Act, 1918—which tax could 
then be reclaimed by reason of the charitable 
exemption. 
' For the Crown it.was contended that to 
come within Case III an “ annual pay- 
ment ” must be one which “‘ for tax purposes 
is all profit in the recipient’s hands” and 
that, where this was not so, Rule 19 did not 
apply. The Special Commissioners had 
found for the Corporation; but Donovan, J., 
reversed their decision, basing his judgment 
mainly upon the judgments of Scrutton, 
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L.J., in C..&. v. Earl Howe (1919, 2 K.B. 
336, 7 T.C. 289) and of Lord Greene, M.R., 
in Re Hanbury (1939, 20 A.T.C. 333; 1943, 
T.R. 215). He held that the question was 
whether 
this contribution by the Corporation (is) 
profit income in the conservators’ hands 
which would ordinarily be taxable in full, or 
is it just one item of revenue to be taken into 
account in ascertaining the result of each 
year’s working? I say, unhesitatingly, that 
it is the latter. That means that it is not an 
_ payment within Case III of Schedule 


Towards the end of his judgment he said: 

I respectfully suggest that the fallacy in the 
Special Commissioners’ reasoning is their 
apparent assumption that if a sum is paid by 
one person to supplement the income of 
another, the supplemental sum is profit 
income in the hands of the recipient . . . 
the proposition is not universally true. 


and he then instanced the cases of a State 
subsidy to the National Trust and Ex- 
chequer grants to local authorities, examples 
which, the State being the payer, it is 
suggested—particularly in view of the 
relation of Rule 19 to Rule 21—do not help. 
Taxation at the source was instituted to 
collect tax from recipients and not to impose 
an increased net burden upon the payer. 
If I, by deed, create an annual charge upon 
my income in favour of the National Trust, 
then, so far as my right to deduct tax under 
Rule 19 is concerned, it is immaterial 
whether under the terms of the deed the 
covenanted sums are to be used exclusively 
for helping to meet current expenses of the 
Trust or for acquiring additional properties 
or generally. So long as I, the covenantor, 
get no reciprocal advantage, the Duke of 
Westminster principle would apply. In the 
present case, the Corporation by making 
the payments to the Conservators dis- 
charged its statutory obligation to maintain 
the Forest, the Conservators being merely 
the instrument whereby it was done. This, 
it is suggested, was in itself sufficient to 
exclude Case III from application and 
make Rule 19 inapplicable—a similar result 
by a slightly different route. 


Settlements on children—Deposits by father in 
Post Office Savings Bank in names of children— 
Drawings expended for children’s benefits—Gifts 
of Defence Bonds by father to same children— 
Whether interest on deposits and on Defence 
Bonds income of father—Whether separate 
exemptions where settlement payments not exceeding 
£5—Finance Act, 1936, Section 21—Finance 
Act, 1938, Sections 38 (2), 41 (4) (6). 


Thomas v. Marshall and Marshall. 


v. Thomas (Ch., December 20, 1951, 
T.R. 395) was a double case which arose 
out of Post Office Savings Bank deposits and 


purchases of Defence Bonds mad» by a 
father, the appellant, for the benefit of two 
unmarried minors. The gifts were bsolute 
and unconditional and the whole of the 
interest arising therefrom had been assessed 
for income tax as the income of the 2)»pellant 
by virtue of Section 21 of the Finance Act, 
1936, as income from “ settlements” as 
therein defined: 

any disposition, trust, covenant, agreement or 

transfer of assets. 

In the further legislation to prevent tax 
avoidance by means of settlements contained 
in Part IV of Finance Act, 1938, by 
Section 41 (4) (6), the expression “ settle. 
ment ”’ for the purposes of Part IV: 

includes any disposition, trust, covenant, 

agreement or arrangement. 

the words “ transfer of assets” being for 
some unexplained reason omitted. The 
appellant contended that outright gifts were 
not “ settlements ” within the 1936 defini- 
tion and rested his contention upon two 
cases arising out of the 1938 legislation, 
Chamberlain v. CIR. (1943, 22 A.T.C. 111, 
25 T.C. 317) and Vestey’s Executors v. C.LR. 
(1949, 28 A.T.C. 89, 31 T.C. 1). In the 
former case Lord Macmillan, whilst holding 
that the 1938 definition required a broad 
application, said he agreed with the dictum 
in Lord Moncrieff’s dissenting judgment in 
C.ILR. v. Morton (1941, 24 T.C. 259) 
—another case arising out of the 1998 
legislation—that: 

the settlement or arrangement must be one 


whereby the settlor charges certain property 
of his with rights in favour of others. 


Later, in Hood-Barrs v. C.ILR. (1945, 24 
A.T.C. 94, 27 T.C. 385), a case arising on 
Section 21 of the Finance Act, 1936, it was 
held by Wrothesley, J., and unanimously in 
the Court of Appeal, that the words 
** transfer of assets” differentiated the defini- 
tion there from that in the Finance Act, 
1938, and covered unconditional transfers 
of shares by a father to his children. In the 
judgment of Lord Greene, M.R.., the dictum 
of Lord Macmillan as to the limitations of 
the word “ settlement ” had been subjected 
to criticism but in the Vestey case it was 
specifically approved by the majority in the 
House of Lords; and this fact was the basis 
of the present appeal. 

The Commissioners had held that they 
were bound by the Hood-Barrs decision and 
Donovan, J., upheld them in a careful 
independent judgment wherein he found 
that the passages relied on by the appellant 
would not bear the interpretation sought to 
be put upon them and that the decision of 
the Court of Appeal in the Hood-Barrs cast 
was not in any way at variance with them. 
He considered that even without the words 
“ transfer of assets’? what had been done 
amounted to a “ disposition.” In any casé, 
he held that he was bound by the <ecision 
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in Hoo’-Barrs. There is some difference of 
legal vpinion upon the matter, and it 
remains to be seen whether the application 
which has been made for permission to 
appeal directly to the House of Lords will 
be given, a review by the latter of the 
Hood-Barrs decision being the real object of 
the present case. 

In ihe subsidiary case of Marshall v. 
Thomas. the question was whether in 
Section 21 (4) the words “ aggregate 
amount of income paid to or for the benefit 
ofachild ” in any year which was exempted 
if the aggregate did not exceed five pounds 
in all was the aggregate of all amounts 
potentially liable under sub-Section (1) or 
whether the exemption applied to each 


ca 


“settlement ” separately, To apply the 
word “settlement” to the entries in a 
minor’s Post Office Savings Bank account 
was not easy. It was, however, agreed 
between the parties that the settlement was 
not the account itself. They were also 
agreed that each individual deposit con- 
stituted a separate settlement; but upon 
this point the Commissioners, advised by 
their Clerk, held that a gift of, say, fifty 
pounds to a child paid into his Post 
Office Savings Bank account was a single 
settlement no matter how many separate 
deposits were made. Further, in view of the 
fact that, as applied to children’s Post Office 
Savings Bank accounts, aggregation in many 
cases where there was no suggestion of tax 


Tax Cases—Advance Notes 


By H. MAJOR ALLEN, Barrister-at-Law 


House or Lorps 


C.LR. v. Dowdall O’Mahoney & Co., 
Ltd. February 25, 1952. 

The facts in this case, and the decision of 
the Court of Appeal, are reported in 
Accountancy for August 1950 (page 285). 

The House of Lords allowed the Crown’s 
appeal, holding that the Irish taxes paid by 
the company were not expenses wholly and 
exclusively laid out for the purposes of the 
company’s trade in the United Kingdom. 


Court oF APPEAL 
Union Corporation, Ltd., and Others 
vy. C.1.R. February 22, 1952. 

The facts in this case, and the judgment of 
Harman, J., are reported in AccouNTANCY 
for December 1951 (page 456). 

The Court of Appeal affirmed the 
decision of Harman, J., and dismissed the 
taxpayers’ appeal. 


Cuancery Drvision (Donovan, J.) 
Moschi ». Kelly and Moschi v. C.LR. 
February 26, 1952. 

Facts.—Assessments to income tax and 
E.P.T. were raised upon M. as a result of 
the disclosure of certain funds explained by 
the taxpayer as being the proceeds of sale 
of foreign currency and diamonds smuggled 
into the country by him, but alleged by the 
Inspector to represent profits not shown in 
M.’s business accounts. In computing the 
amount of assessments on business profits, 
the Inspector disallowed a salary alleged to 
have heen paid to the wife. 

The Commissioners held (1) that the 


funds in question represented business 
profits, and (2) that no deduction was 
allowable in respect of the salary which was 
not in fact paid to the wife. 

Decision —Held, that the questions at issue 
were questions of fact, and that there was 
ample evidence to support the Com- 
missioners’ decision. Appeals dismissed. 


Harvey v. Caulcott. February 26, 1952. 
Facts.—H. was a speculative builder, who 
built for sale over a period of years a large 
number of houses and a smaller number of 
shops. The General Commissioners, on 
appeal, accepted evidence that six shops 
were built in 1927 as an investment, but 
confirmed assessments on the profits arising 
from the sale of two of the shops in 1947 
and 1948. They also confirmed as assess- 
ment on the profit arising on the resale in 
1948 of a house bought by H. in 1939 for 
occupation by his foreman. 
Decision.—Held, that there was no evidence 
to support the Commissioners’ finding that 
the profits formed part of the profits of H.’s 
trade as a builder. Appeal allowed. 


Townsend v. Electrical Yarns, Ltd. 
February 26, 1952. 

Facts —As a result of the sale of certain 
plant, a balancing charge of {600 fell to be 
made in respect of the penultimate year of 
the company’s trading. The actual profits 
of that year (before taking account of the 
balancing charge) fell short of the amount of 
the income tax assessment based on the 
profits of the preceding year. The company 


avoidance produced results which could 
scarcely be intended, the Commissioners 
had found that in applying sub-Section (4), 
each “settlement” had to be regarded 
separately. Donovan, J., held that there 
was no warrant for this; and there is no 
doubt but that the decision was wrong even 
if the linking of separate deposits—no easy 
job in any case—was correct. The Com- 
missioners’ decision was, however, given 
before the recent case in which the Lord 
Chief Justice held that an interim decision 
could be reversed, if thought to be wrong as 
the result of further consideration, and there 
is good reason to believe that this right 
would have been exercised had it been 
known to exist. 


contended that the joint effect of Part II, 
Income Tax Act, 1945, and Section 31 (1) 
(6), Finance Act, 1926, was that the 
assessment on the balancing charge must be 
limited to the amount by which the actual 
profits of the penultimate year, plus the 
balancing charge, exceeded the amount of 
the first assessment for that year. 

The General Commissioners accepted the 
company’s contention. , 

Decision —Held, that the Commissioners’ 
decision was wrong in law, and that the 
assessment of the balancing charge was a 
matter distinct from any additional assess- 
ment arising under the provisions of 
Section 31 (1) (6), Finance Act, 1926. The 
Crown’s appeal was accordingly allowed. 


Bourne and Hollingsworth, Ltd., v. 
G.I.R. February 25, 1952. 

Facts.—On March 17, 1947, at an extra- 
ordinary general meeting the company 
resolved to distribute a sum of £30,916 
representing capital profits. The resolution 
did not specify that the distribution was in 
respect of any particular period, but the 
shareholders were aware that the sum dis- 
tributed came out of profits of earlier 
periods and was intended to supplement 
the disappointingly low profit of the 
accounting period ended February 13, 1947. 

The company contended that (a) the 
£30,916 was a division of a capital surplus, 
not a distribution within Sections 35 and 36, 
Finance Act, 1947; and (5) (in the alter- 
native) that the sum was expressed to be 
paid in respect of the chargeable accounting 
period ended February 13, 1947. 

Decision.—Held (a) that the payment in 
question was a “ distribution ” (following 
Bell and Nicholson, Lid.. v. CJ.R.—see 
Accountancy for March 1952, page 108); 
and (6) that it was not expressed to be paid 
in respect of the period ended February 13, 
1947, and in consequence fell within 
Section 35 (1) (6), Finance Act, 1947. 
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The Student’s Tax Columns 


THE TERM “ CAPITAL ALLOWANCES” IS APPLIED TO THE 
specific allowances provided by the Income Tax Act, 1945, 
for specified capital expenditure on certain assets, viz.: 

(1) Industrial buildings and structures. 

(2) Machinery and plant. 

(3) Mines, oil wells, etc. 

(4) Agricultural land and buildings. 

(5) Patents. 

(6) Scientific research. 


Allowances for Wear and Tear 

In this article we shall examine the reliefs given for 
capital expenditure on machinery and plant, to cover wear 
and tear. 

The allowances, when calculated, are made by deduc- 
tion in the assessment; not by reduction of the profits. 
They are therefore calculated for years of assessment, not 
for accounting periods. 


Basis Periods 

For any year of assessment, however, the allowances are 

calculated by reference to capital expenditure on the 

provision of plant, etc., in the “ basis period ” and to plant 
in use at the end of the basis period. 

The basis period is the accounting period on the profits 
of which the assessment is based. Thus, if the accounts are 
made up regularly to December 31, the basis period for 
1951-52 is the year ended December 31, 1950. 

Sometimes there will be an overlap of basis periods, 
or a gap between basis periods, particularly in the early 
and closing years of assessment on a business. Special rules 
are laid down as follows: 

(1) Where two basis periods overlap, the period common to 
both is deemed to fall in the first period only. 

(2) Where there is a gap between two basis periods, then— 

(a) if the second of the basis periods in question is the year in 
which the business is assessed as discontinued, the period of 
the gap is added to the first of the basis periods in question; 

(6) in any other case, the period of the gap is added to the second 
of the basis periods in question. 

Illustrations: (1) A new business started November 1, 1948, making up 
accounts for years to October 31. The assessments would be based on 
the profits of the following periods: 


Year of Assessment based on Basis period for 
assessment _ the profits of the period Capital Allowances 

1948-49 ~ 1.11.48 to 5.4.49 1.11.48 to 5.4.49 

1949-50 1.11.48 to 31.10.49 6.4.49 to 31.10.49 

1950-51 -1.11.48 to 31.10.49 None 

1951-52 1.11.49 to 31.10.50 1.11.49 to 31.10.50 


As the period 1.11.48 to 5.4.49 is common to 1948-49 and 1949-50, it 
goes into 1948-49 basis period only. 
The year to 31.10.49 is common to 1949-50 and 1950-51, and therefore 


142 


CAPITAL ALLOWANCES 


there is no basis period for 1950-51. Annual allowance for 1950-51 are 
given, however, on the written down values brought forward from the 
previous year. . 

If a claim is made for assessment on the actual profits of the second 
and third years of assessment, the periods become: 


Year of Assessment based on * Basis period for 
assessment the profits of the period § Capital Allowances 
1948-49 1.11.48 to 5.4.49 1.11.48 to 5.4.49 
1949-50 6.4.49 to 5.4.50 6.4.49 to 5.4.50 
1950-51 6.5.50 to 5.4.51 6.4.50 to 5.4.51 
1951-52 1.11.49 to 31.10.50 None 
1952-53 1.11.50 tO 31.10.51 6.4.51 to 31.10.51 
1953-54 1.11.51 to 31.10.52 I.11.51 to 31.10.52 


In 1951-52, annual allowances would be given on the written down 
value brought forward. 
(2) A business, making up accounts to April 30, was discontinued on 


August 31, 1951. 
Year of Assessments based on Basis period for 
Assessment the profits of the period Capital Allowances 
1949-50 1.5.47 to 30.4.48 1.5-47 to 30.4.48 
1950-51 1.5.48 to 30.4.49 1.5.48 to 5.4.51 
1951-52 6.4.51 to 31.8.51 6.4.51 to 31.8.51 


The gap in this case—from 1.5.49 to 5.4.51—goes into the first of the 
two periods in question, as the second is the last year of assessment on 
the business. 

Had the assessment for 1950-51—the penultimate year—been 
increased to the actual profits of the year 6.4.50 to 5.4.51, the gap would 
have been from 1.5.48 to 5.4.50, and would have gone into the second 
of the years in question, making the basis period for capital allowances 
still the same, 1.5.48 to 5.4.51. In other words, on cessation, the gap 
always goes into the penultimate year. 

The allowances are given only if claimed by the taxpayer. 
There is a space for making the claim in the income tax 
return form. Expenditure is deemed to be incurred when 


it becomes due for payment. 


The Allowances 


The allowances are as follows: 

(1) In respect of capital expenditure on the provision of 
machinery and plant not later than April 5, 1952, an initial 
allowance. In respect of expenditure from April 6, 1944, t 
April 5, 1949, inclusive, the rate was 20 per cent.; and in respect 
of expenditure from April 6, 1949 to April 5, 1952, 40 per cent. 

(2) An annual allowance, at a rate which varies according to 
the type of machinery and plant, on the machinery and plant in 
use at the end of the basis period. Rates are fixed by the Com- 


‘missioners of Inland Revenue, usually after consultation with 


trade associations, etc., and the annual allowance is five-fourths of 
the rate so fixed. 

Usually, the ‘“‘ diminishing instalment” system is used, 
i.e. the allowance is calculated on the written down value 
after deduction of allowances previously given; but the 
fixed instalment, or straight line, method may be used if the 
taxpayer so wishes, the rate of relief being adjusted. 

In the event of machinery or plant being sold, destroyed 
or scrapped, before the business is permanently discontinued 
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(for this purpose a change of ownership is not permanent 
discontinuance, even if the business is assessed as dis- 
contir.ued), and the proceeds of sale or insurance, salvage or 
compensation moneys being less than the cost, less initial and 
annua: allowances, the difference is allowed as a balancing 
allowance. 

On the other hand, if the proceeds, etc., exceed the 
written down value, a balancing charge is raised equal to 
the diiTerence or the allowances already granted, whichever 
is the smaller amount. 

If machinery is replaced, the taxpayer can elect not to 
pay on a balancing charge on the old machine, but to 
deduct the charge from the cost price of the new machine, 
the allowances being calculated on the net amount. 


Where the business has been carried on for less than the 
whole year of assessment, the annual allowance is given only 
for the period the business has been carried on. This 


-happens in the first and last years of assessment. It must be 


emphasised, however, that so long as the machinery or 
plant is in use at the end of the basis period, there is no 
apportionment of allowances because the plant has not 
been in use throughout the whole period. There is never 
any apportionment of the initial allowance. 


Illustrations: Business commenced June 1, 1948. Plant bought as 
shown in the workings. Accounts made up to May 31. Annual allow- 
ance at 8 per cent. 

On first 
£ £ 
Cost: 1.6.48 .. «s o- 1,200 
1.4.49 ‘ 
1.4.49 


6. 
a ia at 
Initial 20 per cent. .. 
Annual #$ x § x 8 per cent. 


Cost: 30.5.49 .. 


(Basis period 6.4.49-31.5-49) - 
Allowances 1949-50: 
Initial 40 per cent. 
Annual § x 8 per cent. 


Annual allowances 1950-51 


Cost: 1.6.49 
31.1.50 


(Basis period year to 31.5.50) 
ances 1951-52: 
itial 
Annual 
70 


626 
"626 Proceeds 1,350 
£2,254 Balancing charge £574 


The excess of £1,350 over £1,200 (the original cost) cannot be charged. 
If a new machine were bought to replace the one sold, the compara- 
tive position is as follows: 


First machine sold June 1950 


Tax paid on balancing charge 


Machine bought June 1950 (in 


basis period ended 31.5.51) 


Allowances 1952-53: 
Initial ee 
Annual 


1953-54 


It will be seen that the net effect is to allow under the 
first method £800 — £574 = £226. The alternative 
method accelerates the relief. 

A taxpayer may claim annual allowances without claim- 
ing initial allowances, which accelerate the relief greatly. 


Illustration: Motor-car used entirely for an employment. Assessment 
under Schedule E, and basis period the actual year of assessment. 


Cost: July 1949 
Allowances: 1949-50: 

Initial a 

Annual } X 20 per cent. 


1950-51 Annual 


1951-52 Annual... + 127 


£379 


Under current conditions, it may be wise not to claim 
allowances on motor-cars, as it may mean a big balancing 
charge in one year. 

If a machine is used partly for purposes other than 
business, only a due proportion of all allowances is given. 


Agricultural Death Duties 

It will be remembered that some months ago in reviewing a 
publication, Agricultural Death Duties, by Mr. W. Walker Watson, 
our reviewer questioned the reference to a rate of interest of 3 per 
cent. charged on estate duty on timber. The author has now been 
good enough to let us see a letter he has had from the Deputy 
Controller of the Estate Duty Office, in which it is stated that there 
is no doubt that the view which the author expressed in his book 
to the effect that Section 9 of the Finance Act, 1912, was unaffected 
by later changes in the general rates of interest on estate duty in 
arrear, is technically correct, and the rate of interest on estate 
duty on proceeds of sale of timber should strictly be 3 per cent. 
per annum. It appears, however, to have been the general prac- 
tice of the Estate Duty Offfice to assess it at 2 per cent. per annum 
where it accrued due on or after April 13, 1943. 

On the ground that there is, in equity, no justification for 
charging interest on estate duty on proceeds of sale of timber at a 
rate different from that generally imposed on estate duty in arrear, 
the Board of Inland Revenue has recently confirmed the practice 
and directed that in outstanding cases, and subject to any further 
change in the law, in future timber cases interest should be 
charged at 2 per cent. only. The Deputy Controller also admits a 
slight inaccuracy on the back of the new form C-1 (Timber) 
Account, where reference is made to an interest rate of 4 per cent. 
between July 30, 1919, and April 26, 1933. This is not correct. 
The rate of 3 per cent. imposed by the Finance Act, 1912, is still 
in force and the error will be rectified in new prints of the form. 
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FINANCE 


The Month 


Budget Repercussions 

As WAS TO BE EXPECTED, THE STOCK MARKET 
has been dominated by the Budget. Before 
Budget day prices sagged, with one minor 
rally, in expectation that Mr. Butler would 
be really tough, but without any marked 
further fall in the volume of business. When 
the facts were known by far the most 
important factor was the advance in Bank 
Rate from 2.5 to 4 per cent. This caused a 
sharp reverse in the Funds, followed at first 
by a gradual recovery. Most securities 
followed the Funds, but there was a further 
disturbing influence in the shape of E.P.L. 
It was evident that this would penalise 
heavily those companies whose profits had 
markedly increased compared with the base 
period, and there was an eager search for 
companies which might not suffer from the 
tax but would gain by the cut in the assess- 
ment to Profits Tax. Some of these shares, 
of which breweries were the largest section, 
rose in price, as did German and Japanese 
bonds and a number of securities of com- 
panies operating outside the power of the 
British Treasury. 

These movements were based on a very 
restricted volume of business and it was not 
for some days after the Budget that either 
the large institutions or the general body of 
investors were prepared to take any con- 
siderable interest in the market, although 
the volume of enquiries rose alarmingly. 

After the rally mentioned above both the 
Funds and Ordinary shares stood a shade 
higher than at the end of February, but the 
Budget knocked 2.5 and 3 points off these 
two indices respectively. By the middle of 
the month all the main sections stood lower 
than at the commencement, and even gold 
mining shares had lost half the February 
rise. For the period February 25 to March 
21 the changes are reflected in the indices 
compiled by the Financial Times by the 
following falls: fixed interest from 105.32 
to 102.69, gilt-edged from 95.08 to 93.24, 
industrial Ordinaries from 111.8 to 106.7, 
gold mines from 104.09 to 99.59. 


Money, Discount and Exchange 
Overseas, the general reception of the Budget 
appears to have been favourable. Too much 
attention ought not to be paid to the effect 
on the foreign exchange market of the first 
few days’ dealings. However, the raising of 
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in the City 


the Bank Rate and. the cutting of food 
subsidies are steps calculated to impress 
foreign opinion: the fact is that some con- 
siderable closing operations produced a 


premium on the spot rate for sterling in . 


dollars, although not in the other hard 
currency centres. This is a considerable 
tribute to the Budget, for the improvement 
occurred in the face of a continuance of 
gold and dollar losses in the first two months 
of the year at a rate not much inferior to that 
of the disastrous fourth quarter of 1951. 
The Budget was, however, backed up by the 
fall in the sterling area deficit with E.P.U. 
in February and the virtual disappearance 
of the British deficit on the balance of trade, 
after a moderate allowance for invisible 
items, in the same month. 

In the short-term market, the rise of 1.5 
points in Bank Rate, and in the rate paid 
by the discount market for finance from the 
Bank on bills, was accompanied by a rise 
of about 1.25 points in short money rates, 
by a rather larger advance in the cost to the 
Exchequer of Treasury bills, and by still 
larger advances in some of the rates for 
bank and fine trade bills. In the longer- 
term market, there was a rise of 1.25 points 
in the rate given on bank deposits, but the 
period of notice was raised from 14 to 21 
days. Loan and overdraft rates are not 
announced, but the general impression is 
that the large number of businesses whose 
rates were 44 per cent. will now have to 
pay 1 per cent. over Bank Rate (that is, an 
increase of 0.5 per cent.), while personal 
borrowers, whose rates had risen to around 
5 per cent. on the previous advance in 
Bank Rate, would be little affected. How- 
ever, the large institutions and Public 
Boards, which had suffered much less last 
time than the general run of businesses, 
would suffer more on this occasion. Mean- 
while, the building society movement has 
recommended its members to advance the 
tax free rates they give on shares and deposits 
by 0.25 point and their minimum charge 
on mortgages by 0.5 point to 4.5 per cent. 
Evidently, the margins between the effective 
rates of interest on long, medium and short 
money are tending to narrow. 


Credit Restriction 
While the Budget has been the decisive 
influence, the City would have had a great 


deal to think about even if its ope: ing haq 
been left as usual until April. The publica. 
tion of the February figures of the “London 
clearing banks showed a very mated {jj 
in deposits and a very significant Surinkage 
in advances. The fall in deposits «as due 
in the first instance, to heavy tax collectios, 
and the continuing adverse balance on 
overseas account. In different circunistanees 
this might well have been accompanied by 
increased advances to industry, but the 
whole atmosphere has been against that, 
During the month the placing of Tr 

deposit receipts was suspended, and the 
effect of Government debt repayments was 
to reduce the liquidity of the banks. At the 
same time, their customers found themselves 
denied overdrafts for purposes which 
appealed to them, while one may guess that 
there was some falling off in the demand 


for money to finance expansion of actual’ 


business. In any case, the amount of bank 
credit has been very materially reduced 
since the new policy was first announced 
and it has even been reduced below the 
level which might have been considered 
reasonable had the only consideration been 
ability to lend. The rise in Bank Rate may 
be expected still further to reduce demands 
for those purposes, other than defence and 
export, for which bank loans are still 


permissible. 


I.C.I. Issue Result 
In the event, applications for the new issue 
of shares by Imperial Chemical Industries had 
to be lodged before the Budget secrets 


.became public property. Despite the doubt 


about what they would be, the issue was 
a success. Three-quarters of the total was 
taken up as rights and the public applica- 
tion for additional shares exceeded by some 
60 per cent. the number left for disposal. 
In the end, larger applicants got half of 
what they applied for, with a minimum 
allotment of 110 shares, while all applica- 
tions up to that figure were allotted in full. 
The new shares fell appreciably on the 
Budget, but it is doubtful whether it would 
have paid those with rights to wait, since 
the payment of 2 per cent. stamp duty and 
broker’s commission would have absorbed 
the whole difference. The market is now 
about to be tested by a further substantial, 
if much smaller, issue of over three million 
shares of British Insulated and Callenders’ 
Cables, to be offered at 22s. to yield about 
6.8 per cent.—as against under 6 per cent. 
on I.C.I.—on the basis of last year’s div 
dend. The result will be a_ significant 
pointer. A good deal is likely to depend 
upon the exact nature of the new E.P.L, 
some details of which remained obscurt 
pending the issue of the Finance Bill. 
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Points from Published Accounts 


——— 


Dividends Net or Gross 


We REPEAT THE PLEA THAT DIVIDENDS 
should be shown at their net amount. In 
some instances this request can be countered, 
3s with Borax Consolidated, by the assertion 
that this is unimportant because the net 
profits cover dividend requirements so 
handsomely. What this company does is to 
sib-total the gross dividends on the Prefer- 
ence, Preferred and Deferred Ordinary 
capital, and then to deduct tax on these 
dividends in one lump. It would have been 
better to include the tax on the dividends 
wih the taxation debit made before 
striking the net profit, and to show the 
dividend requirements at their net sum. 


Exceptional Items 


The balance taken to appropriation account 
by Linen Thread is struck after too many 
exceptional items in the profit and loss 
account. These include profits on sales of 
fixed assets and investments, net debits from 
prior year adjustments, transfers to reserves, 
and tax adjustments relating to prior years. 
These items would have been better dealt 
with in a panel in the accounts, and their 
net difference treated as an addition to or 
deduction from the carry-forward. 

Transfers to reserve are also made by 
Delta Metal before striking a balance to 
appropriation account. Investments reserve 
receives £100,000, although the value 
of the quoted securities was appreciably 
more than the book figure—{£714,171, 
against £651,721—and £25,000 is added to 
reserve on book debts. Rather surprisingly, 
the investments are not included with 
current assets; besides quoted securities 
they include unquoted securities and 
debentures and secured loans. A footnote 
indicates that the market value, of the 
unquoted securities is, in the opinion of the 
directors, not less than their book value, 
but there is no similar remark relating to the 
debentures and secured loans, and the nature 
of these is not described. 


Quarterly Profits Statements 


The Birfield Industries scheme for enabling 
employees with more than fifteen years’ 
“tvice to obtain shares in the company has 
been generally approved, principally because 
there will be only a very modest dilution of 
the existing equity. The shares will be 
designated Preference shares, and will carry 
410 per cent. dividend rate, and in this 
form they cannot be transferred without the 
directors’ approval. They are convertible 
into Ordinary shares in certain conditions, 
and each year the holder will receive a 


notional conversion credit which in effect 
is ultimately applied in paying up the 
average premium which the Ordinary 
shares (quoted on the London Stock 
Exchange) stood at during the year before 
the Preference shares were allotted. 

Of wider interest than this, perhaps, was 
the chairman’s intimation that the directors 
had decided that more frequent statements 
of profit should be made to stockholders, 
and that in future a statement of quarterly 
profits for each of the first three quarters of 
the year would be issued. He stated: 

The figure will be the net trading profit 
before deduction of tax. The profits of 
partially owned subsidiary or associated 
companies will not be included except in 
respect of dividends which may be received 
from them. The quarterly profits will be 
approximate to the extent that no physical 
stocktaking will take place except at the end 
of the financial year. 

He went on to give a net trading profits 
figure for the first quarter of the current 
year, without stating if this included 
dividends from subsidiaries, and without 
giving a comparative figure for the whole 
of the previous year. This minor quibble 
apart, the board’s decision is wholly 
admirable, even though we guess that it is 
inspired by the company’s transatlantic 
connections. 


No Consolidation 


The accounts of Trojan (Holdings) seem to be 
unnecessarily complicated. Apart from a 
comparatively small investment in the 
shares of a public company, the main assets 
are the total share capital of Trojan, Ltd., 
and all but one of the 5s. shares comprising 
the issued capital of Mini-Motor (Great 
Britain). Instead of consolidated accounts 
shareholders are furnished with three sets of 
accounts. The first, relating to the parent, 
shows net profits of £29,232, this sum com- 
paring with the dividend requirements of 
£27,313. On the other hand, the accounts 
of Trojan show that net profits before tax 
are down from £149,789 to £100,146. 
There are eight debits against the latest 
profit which is carried to appropriation 
account, including taxation. The Mini- 
Motor accounts are prepared in the same 
way; they, too, show a sharp fall in 
earnings. 

The interlocking is so close ‘that surely 
consolidated accounts should have been 
prepared. For example, Trojan, .Ltd., 
receives an overheads charge from Mini- 
Motor (presumably for the use of factory 
space), and has lent £157,099 to that 
concern. In addition, Trojan (Holdings) 


guarantees the overdrafts of both Trojan, 
Ltd., and Mini-Motor. If only because 
of this linkage group accounts should have 
been presented, and by virtue of the profits 
erosion of the two operating concerns these 
become additionally imperative. It is 
extremely difficult for shareholders to 
calculate the cover for their dividends. It is 
rather strange that there is not “‘ annexed to 
the balance sheet a statement showing the 
reasons why subsidiaries are not dealt with 
in group accounts.” Our quotation is from 
the Eighth Schedule of the Companies Act. 


Caterpillar Tractor 


On the cover of the Caterpillar Tractor 
report is a coloured photo of a railway 
station, and a boy is pointing at several 
trucks loaded with the company’s products, 
We were always taught that it was rude to 
point, but we would again point out that 
this report is a really first-rate production. 
There are five statements covering the past 
eleven years showing results of operations, 
source of net current assets, year-end 
financial position, and fixed assets, and the 
last statement gives details of the capital and 
profits and amounts paid out in dividends 
for each year from 1925 onwards. The 
auditors’ report certifies these by stating: 
We have made annual examinations of the 
accounts of the company since incorporation 

and, in our opinion, statements 3 through 7 

present fairly the historical financial data 

included therein. 

There are profuse illustrations, and the 
report is extremely informative. The results 
of the British subsidiary have not been 
consolidated, but its loss for the last com- 
plete financial year and profit for the 
succeeding quarter are given in the report, 
together with the amount that the parent 
has at stake in this subsidiary. This is how 
the 1951 results of operations are sum- 
marised: 

| "y 


Costs: 
Inventories brought forward from pre- 
Materials, supplies, services purchased, 
Wages, salaries, company contributions 

for group insurance, pension 


unemployment insurance 


72,978,789 
277,504,211 


111,261,646 


" $15,732,141 


Profit percentage of sales an a 
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Valuing Dollar Investments 


In its latest accounts Charter Trust and 
Agency, which is a London investment trust, 
takes account of the London premium on 
dollar securities in calculating the year-end 
value of its dollar holdings. The usual 
practice is to ignore this premium, but in 
logic there is no reason for this unless, 
perhaps, there is the desire to regard this as 
in the nature of an inner reserve. The cold 
fact is that if the securities are sold then the 
London premium is secured in cash. This 
being so, the London premium is obviously 
a very tangible asset. 


Co-operative Permanent 


The accounts of the Co-operative Permanent 
Building Society are very clearly presented. 
It may be merely a personal quirk, but the 
writer found that the use of a thick pastel 
green border on the pages was extremely 
restful to the eyes. The directors have to 
some extent broken away from the formal 
method of presentation which has been used 
hitherto, and there is a child’s guide to the 


balance sheet, which is broken down to only 
eight items, with explanatory notes. 

It may be of interest to note that the 
average shareholding is £318, and that in 
the case of 45,080 of the total mortgages of 
86,981 the debt outstanding does not exceed 
£500. The past is brought to life with an 
illustration of a cottage which secured first 
prize in a competition in 1904 for the best 
house built at a cost not exceeding £150! 


Paper Profits 


The Bowater Paper Corporation report is first- 
class from every angle. This is not surprising, 
perhaps, in view of the company’s intimate 
ties with the printing industry and the 
accounting qualifications of the company’s 
secretaries and chief accountant. But we 
feel bound to suggest that a better answer 
to the criticisms of the latest “ excessive 
profits ” could have been presented. Many 
people are unaware of the notional nature 
of profits these days, and it would have been 
useful if the company had made something 
like a specific recognition of the size of stock 
profits by a transfer to stock replacement 


Readers’ Points and Queries 


This new feature is a forum in which our readers can make known, to the benefit of others, points of interest in 
accounting, taxation and allied subjects, and can pose their queries. We shall endeavour to reply editorially in the 
Seature to queries submitted by readers, but we must make the reservation, which we are sure will be understood, 
that on occasions, where the issues are complicated or involve too many details, it will not be possible to do so. 


Readers are invited to send to the Editor (at Incorporated Accountants’ Hall, Victoria Embankment, London, 
acl a points or queries for these columns. Readers’ own replies to queries published earlier will also be 
welcomed. 7 


E.P.T. Postwar Refund 

Reader’s Query.—An individual, carrying 
on an outfitting and drapery business, 
received an Excess Profits Tax postwar 
refund of £1,000, which was paid into his 
business account. He has not carried out 
any capital development or improvement. 
The business has now been sold to a limited 
company in which our client holds the 
majority of the shares. The Revenue 
suggest that since the refund has not been 
utilised in development and re-equipment, 
the sum must be refunded to the Treasury. 
Is there any legal way of avoiding this? Our 
client signed the declaration to use the 
refund for development. 


Reply.— We suggest that it be pointed out to 
the Revenue that Section 29 (3), Finance (No. 2) 
Act, 1945, says that a trade is to be regarded as the 


146 


same trade notwithstanding any change in the 
persons carrying it on. Reference should also be 
made to the proviso to Section 41 (1) of the same 
Act. We think, therefore, that if an undertaking is 
given by the company the refund can be transferred 
to the company. The approval of the Panel would, 
of course, be required. Where the refund is made 
over for use in a trade or business in which’ the 
taxpayer has a substantial interest, the Panel may 
approve its being made over unconditionally or as a 
loan for use in the business, provided that the loan 
is fixed for a period of at least five years and the 
interest, if any, charged is reasonable. 


Base Stock System 


Reader’s Query.—In the issue of Accoun- 
Tancy for December 1951 (page 452), it is 


reserve. But, of course, it may hve done 
just this. 

We have suggested in these columns tha 
there may be a good deal to be said fo 
dealing with stock profits or losses as g 
separate item in the profit and loss account, 
and for giving an analysis of totai income. 
The latter has been done by Tate and Lyk, 
amongst others, and a calculation we haye 
made supports the company’s contentiog 
that the net dividends are equa! to one. 
seventh of a farthing per Ib. of sugar, It 
also suggests that part of this minute figure 
represents profits from the very big export 
business. 

It seems absolutely essential that public 
companies should, where it is possible, 
rebut the criticism of excessive profits in 
order to remove discontent from the minds 
of the staff, the customers, and, by no means 
least, the politicians. If this can be done by 
a simple presentation of the financial facts 
so much the better. Every year accountants 
must be proving that clients are rich only 
on paper, and they can assist company 
directors in proving this for the benefit of 
disgruntled and avaricious customers, staff 
and shareholders. 


reported that Mr. Millard Tucker men- 
tioned at the hearing of the Royal Com- 
mission that a company had adopted the 
base stock system. We presume that the 
reference was to LIFO. We should be 
interested to know the name of the company. 
Reply.—The name of the company cannot bt 
ascertained unless the case goes to the Courts: 
Sar it has been before the Special Commissiones 
only. The base stock system and not LIFO was 
referred to. Though the former resembles th 
latter it is not the same. Its underlying principl 
is that the base stock is a fixed asset; a fad 
quantity of raw material is valued at a consiam 
price. The system has been adopted by cottm 
Spinning and paint manufacturing concerns. 
Further Query from Reader.—I take it that 
the constant price need have no relation t0 
recent purchases or sales: that the original 
stock bought at this price may all have been 
exhausted and replaced. As an extrem 
case, one could go back to a 1914 cost prict 
and work on that as a “ constant price.” 
Reply.—The constant price is that first wil 
in base stock valuation. It is not permissible i 
reopen the past. And it would be difficult to stan 
the base stock method where there is no evidew 
that it is in common use in the trade in questi 
Only if base stock valuation has been used oi 
sistently since 1914 could the rgx4 value 
accepted. 
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Valuation of Shares 


Reader's Query.— 
BALANCE SHEET AS AT DECEMBER 31, 1951 
£ £ «-4, £- 8 4d. 
Capital Assets 300,000 0 Oo 
Ordinary Shares... .. 100,000 0 Oo 
Profit and Loss Account... 50,000 
Future Taxation I.T. 1952-53 50,000 
100,000 0 Oo 
Current Liabilities ' 100,000 0 0 aie 


£300,000 oo | 


£300,000 0 0 


ui « 
we se : 

It is desired to know the readers’ valua- 
tion of the shares on the above balance 
sheet on the basis of a going concern 
between a willing buyer and a willing 
sller, the point at issue being whether the 
future taxation of £50,000 should be 
deducted in arriving at the value of the net 
assets. 

Alternatively, would the principle 
involved be different if the balance sheet 
date was April 6, 1952, when two years’ 
future taxation would be reserved in 
advance, namely 1952-53 and 1953-54? 

Reply.—It is impossible to value the shares 
from one summarised balance sheet. The history 
of the company, its earning capacity, continuity of 
management and many other factors are vital 
information. Assuming that the assets have been 
n-valued (including goodwill) to give effect to all 
these factors so that an “‘ assets”’ basis would be 
lnable, in our view future taxation is not 
deductible in any circumstances, and the shares 
are worth {2 each cum. div. But we should not 
accept such a valuation. 


Private Market Gardens 
Reader’s Pownt.—Yet another contribution 
on this subject (see Accounrancy, October 


i951, page 386, November 1951, page 428, 


February 1952, page 77), although belated, 
may be of some interest. The market gardener 


consumes and credits his profit and. loss. 
account with the market value of the produce - 


aswell as his sales to customers and incurring 
aloss on the year (in spite of having done so) 
0 much of that loss as his own consumption 
amount bears to the total credits of the 
year is incurred out of the cabbages, or 
whatever it may be, cooked and eaten by 
his household. Whether the home con- 
sumption is 5 or 55 per cent. of the output 
the Inspector seeks to reduce the loss for 
Section 34 purposes by the appropriate 
faction, or he may agree upon some other 
basis of achieving a reasonable result. He 
inows that equity carries no weight but he 
tas his rights; Rule 3 (6) of the General 
Rules applicable to Cases I and II of 
Schedule D reads as follows: “ In computing 
the profits or gains to be charged no sum 


+ SS Ope ye. 

shall be deducted in respect of any dis- 
bursements or expenses of maintenance of 
the parties; their families, or establish- 
ments. ...” It is on this that he relies. 
Your Taxation Correspondent in the 
February issue was exhorting an earlier 
contributor to call the Inspector’s bluff; I 
had already done so! Ido subscribe to the 
basic point, however, that the market 
garden is either a business set up and carried 
on with a view to earning profits or there 
is no such intention and there is no business; 
once this is established in the affirmative, 
the principle operates whether the pro- 
prietor takes a few potatoes or skims the 
cream off the milk every day, for, be it 
noted, the farmer is in no different position 
in this respect than the market gardener.— 
CHARTERED READER. 


Schedule E-—Late Ascertainment of 
Commission 

Reader’s Query.—The case Stainer’s Execu- 
tors (Gospel and another) v. Purchase, noted in 
Recent Tax Cases in the February issue of 
AccouNnTANCY (page 70), concerned an 
assessment under Schedule D. Would the 
decision still have been in favour of the tax- 
payer if it had been under Schedule E? 

A company official is assessed under 
Schedule E in respect of his salary and profit 
commissions. Owing to delay in settlement 
of claims against the company, his com- 
missions could not’ be ascértained for two or 
three years after the end of the financial 
year to which they applied... Meanwhile, he 


has left the company’s service. Unless the, 


decision in the Stainer case can* be held to 
cover a Schedule E assessment, it seems that 
he will be liable to income tax on these 
belated commissions when they are ascer- 
tained and paid to him. 

Reply.—It appears very unlikely that the 
decision would have been in favour of the taxpayer 
had the assessment been under Schedule E. In the 
Stainer case, the Lord Chancellor said the sums 
in question could only come to the hands of the 
taxpayer or his executors as the remuneration for 


professional activities. It seemed to him wholly 


irrelevant that they were not payable until after his 


death and were not and could not be quantified . 
until after that event. 

Much, of course, would depend on the terms of 
the agreement with the company official, but the 
Rules of Schedule E indicate that income tax has 
to be charged in respect of all emoluments for the 
pear. 

Reference may be made to Frederick Allen 
and Stephen Murray v. Trehearne (1998, 
2 K.B. 464), where a terminal sum payable to a 
taxpayer upon the final determination of his 
sexvices.was held to be a profit of his office for the 
year in which he died, that being the event which 
terminated the office. There has been a change in 
the Rules of assessment under Schedule E since that 
decision but thé change does not appear in any way 
to alter the position. In that case Scott, L.7., 
regarded liability as established by Rule 1 of 
Schedule E, the remaining provisions being 
machinery of collection which must be interpreted 
largely and generously in order not to defeat the 
main object of liability laid down by Rule 1. 

Another case dealing with the position is 
Asher v. London Film Productions, Limited 
(1944, 1 K.B. 133), where a taxpayer was 
entitled under a service agreement to a percentage 
of takings of motion pictures and it was held that 
the sums due after death were annual payments, 
so General Rules 19 and 21 would apply, because 
the payments might go on for years. It is unlikely 
that this would apply to a case such as our cor- 
respondent has in mind. 

In our view the commissions in this case were 
earned prior to the resignation of the official, 
though they could not be quantified until later. If, 
on the other hand, it had been a case where they 
were not so earned, we should expect the Revenue 
to assess them under Case III of Schedule D. 


Patents—Section 39 (1) Income Tax 
Act, 1945 

Reader’s Query —A company manufactur- 
ing agricultural implements has incurred 
expenditure from time to time on applica- 
tions for patents. One patent has been 
granted, and several applications were aban- 
doned for various reasons. An Inspector of 
Taxes agreed to allow all the expenditure 
as a deduction from the Schedule D assess- 


. ment, but his successor says that allowance 


can be made only in respect of patents which 
are eventually granted. He states there is 
no authority for allowing expenses in con- 
nection with patents applications other than 
Section 39 (1), Income Tax Act, 1945, 
which allows expenses incurred “ in obtain- 
ing the grant of a patent.” Probably the 
Inspector is right in his interpretation, but 
the view is a harsh one and must be a 
deterrent to initiative. 

Reply.—We asked the Head Office of the 
Inland Revenue whether any concession was 
available, but they confirm that the grant of letters 
patent is a condition precedent to an allowance. 
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Publications 


_ 


LORD PLENDER — SOME WRITINGS AND 
SPEECHES. Edited by Lady Plender. (Gee 
and Company (Publishers), Limited, London. 
Price 10s. 6d. net.) con 

Lord Plender was a great man—in his 
profession and in a wider world, to both of 
which he contributed a wealth of able 
dignified service. r. 

The recent publication of Lord Plender 
—Some Writings and Speeches, edited by Lady 
Plender, assisted by Mr. Brian Manning, 
F.c.A., will be widely appreciated. The 
contents are supported by a happily-written 
foreword in some dozen lines by Lady 
Plender and a short introduction by Mr. 
Brian Manning. The career of an articled 
clerk who became a peer in recognition of 
his great professional work must indeed be 
a fascinating study. 

A collection of speeches does not purport 
to be a biography and inevitably involves 
some repetition of ideas: but the contents 
of this volume communicate a_ vivid 
impression of Lord Plender and of the clarity 
of his mind. 

When a boy, William Plender had hoped 
he might go up to Oxford; but if that wish 
was not to be fulfilled, it was more than 
compensated by his early and later travels 
in all parts of the world, by his attachment 
to London and the traditions of the City, 
and perhaps mostly by his life-long affection 
for the Institute of Chartered Accountants 
in England and Wales, of which he was 
three times President. 

Lord Plender’s continuous faith and 
interest in education—both general and 
professional—were manifest in his speeches, 
in which he insisted on the importance in 
life of character, good manners, concentra- 
tion and knowledge—“ ordinary qualities 
developed in an extraordinary way ”— 
rather than upon brilliant and exceptional 
ability. 

It is both interesting and fruitful to 
peruse the lucid exposition of the duties of 
auditors according to the position in 1910, 
which he offered for professional and public 
information. There will be general accep- 
tance of his emphasis that individual 
responsibility and judgment are imperative 
in the discharge of the duties of auditors. 
But the doctrine, which was then generally 
accepted, that “ it is not desirable to expose 
persons who trade under the Companies 
Act to the necessities of a publicity from 
which their competitors are free” has 
receded, if it has not entirely disappeared, 
before the demand for information and 
publicity and the detailed requirements of 
the Companies Act, 1948. 
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It is a far cry from 1920 to 1952, but 
relative to comparatively recent discussions 
on the national financial accounts, it is 
significant that in 1920 Lord Plender 
expressed the need for a national income and 
expenditure account, as well as of the annual 
cash statement. Some of the details which 
he mentioned at that time have since been 
introduced in the annual financial state- 
ment and elsewhere,- but an income and 
expenditure account still remains but a 
future possibility. Lord Plender considered 
a national balance sheet, as commercially 
understood, to be impracticable. 

Economy and high taxation—unfor- 
tunately now only too topical—were 
notably the principal themes of Lord 
Plender’s maiden speech in the House of 
Lords in 1932, in a situation of depression 
to which deflation was a contributory factor. 
But this is not entirely a paradox in the 
light of Lord Plender’s considered view that 
a-large measure of economy was possible 
without impairment of efficiency. Can it be 
said that—questions of financial, economic 
and social policy apart—expenditure which 
produces relatively incommensurate results 
is in either situation uneconomic? 

The mutual regard and _ friendship 
between Lord Plender and Sir James Martin 
(Secretary 1887-1919, President 1925 and 
1935 of the Society) is a happy recollection 
among senior members of both bodies and 
was a material factor in professional policy 
during those years. 

Few men have achieved such a measure 
of distinction and completeness in their 
careers as Lord Plender. And to his gifts of 
impartiality and judgment, he added a 
sympathetic understanding of the well- 
being of all classes in the country and 
respect for the things of the mind and of the 
spirit. A. A. G. 


THE SALE OF Goops. By Clive M. Schmitthof. 
(Stevens and Sons, Lid., London. Price 35s. net.) 

This book is the first of a new series of 
practical studies called ‘‘ Business Law and 
Administration.” There is no doubt that 
Mr. Schmitthof’s book is a good book and 
that he himself as well as being an able 
author is fully conversant with business 
practice. 

_ The books starts with a valuable intro- 
duction surveying the history of the law of 
the sale of goods and the general principles 
now applicable. In the main body of the 
book the Sale of Goods Act, 1893, is set out 


in full with notes on each section or sens 
of sections. As might be expected ‘rom the 
author of The Export Trade, the «otes are 
particularly good on such matters as fob, 
and c.if. contracts. The cases <ited are 
well-chosen and are set out at sufficient 
length to show exactly what were ‘:< point, 
decided. One minor point of criiicism js 


that it is not always made clear what - 
portions of the Act refer only to Scotland, 
One Englishman, at least, was much Com 
puzzled by the expression “ notour bank. Bene; 
rupt”’ in Section 62 (3). The appendices Al 
set out the Bills of Lading Act, 155, the ori 
Factors Act, 1889, the Hire Purchase Act, the 
1938, and the Law Reform (Frustrated votit 
Contracts) Act, 1943, all with introductory bulk 
notes. The whole subject of the sale of mate 
goods is thus covered. pany 
~ The practitioner or business man should unde 
be able to find in this book a quick and regis 
reliable answer to any problem that felt 
confronts him, but 35s. remains a high price whic 
to pay for a book of 272 pages in a field he c 
_ already well covered by Chalmers’s Sale of com 
Goods. A. PLP, as di 
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THE PRINCIPLES OF AUDITING. By F. R. M. been 
de Paula, c.B.z., F.c.A. Eleventh edition. they 
(Sir Isaac Pitman & Sons, Ltd. Price 25. net.) docu 
KEY TO BUSINESS BOOK-KEEPING. By R. A. In 
Goodman. Second edition by Cyril E. Hall, J kt 
F.c.A. (Sir Isaac Pitman & Sons, Lid. Price J ly | 
in 
were 
Fellowships at Harvard as the 
Harvard School of Business Administration, in J ing 
conjunction with the British Institute of interv 
ent, offers two Fellowships for the In 1 
two years’ course beginning in September 1952 167) 
for the degree of Master of Business Administra- decis; 
tion. The value of a Fellowship is $2 , 
(£860), providing $800 for tuition and $1,60 Harm 
towards other expenses. The Harvard authon- For in 
ties provide $1,200 a year on condition that a he cm: 
imilar amount is provided through the British that o 
Institute of Management. The candidate's o 
employer is asked to provide this amount. The secrets 
B.I.M. is arranging with the Treasury for the other 
necessary dollar exchange. With cardil that t 
management the total sum will cover minimum treater 
expenses except travel to and from the United 
States. - shareh 
Candidates must be of British nationality, 9} and w 
with several years’ experience and intending © by the 
make their careers in British industry. They trustee 
must have a high level of character, intellect : 
and personality, and preferably but 10 otes a 
essentially a university degree. Application the be 
forms are obtainable from the Director, British though 
Institute of Management, ent Hous, Be the an 
8, Hill Street, London, W.1. Envelopes sulfici 
be marked “‘ Harvard Fellowship.” Com all e 
on 


applications must be submitted by April 21. 
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LAW 


Legal 


Notes 


Company Law—Shares Held in Trust—Right of 
Beneficiaries to Inspect Company’s Documents 

All but two of the Ordinary shares in a 
private company; were held by X. Under 
the articles only the Ordinary shares carried 
voting rights. When X died, he left the 
bulk of these shares to trustees, who at all 
materia! times were directors of the com- 
pany. One of the principal beneficiaries 
under the trust was B, who was not a 
registered shareholder of the company. He 
felt himself dissatisfied with the way in 
which the business was being carried on and 
he claimed to see all documents of the 
company to which the directors had access 
a directors owing to their trust holding. 
Now by the articles no member of the 
company who was not a director had any 
right to inspect any document, except as 
conferred by statute or authorised by the 
directors or by a resolution of the company 
in general meeting. The directors were 
willing to let B see all documents that he 
would have been entitled to see if he had 
been himself a registered shareholder but 
they refused to let him see any other 
documents. 

In the Court of first instance Harman, J., 
took the view that the trustees were directors 
only because they were trustees and for no 
other reason. As there was no outside 
interest in the company, the beneficiaries 
were entitled to see all the documents just 
as they would have been if the business were 
being managed by the trustees without the 
intervention of a limited liability company. 

In re Butt deceased (1952, 1 A.E.R., 
167), the Court of Appeal reversed this 
decision. The principle laid down by 
Harman, J., was new and it was dangerous. 
For instance, one of the beneficiaries might 
be carrying on a business competing with 
that of the company and access to its trade 
secrets might prejudice the rights of the 
other beneficiaries. The true principle was. 
that the beneficiaries were entitled to be 
treated as though they were the registered 
shareholders in respect of the trust shares 
and were subject to the restrictions imposed 
by the articles. They could compel the 
ttustee ciirectors, if necessary, to use their 
Votes as the beneficiaries—or as the court, if 
the bencficiaries were not in agreement— 
thought proper, even to the extent of altering 
the articies if the trust shares carried votes 
sufficient for that purpose. But B could not 
all on ‘he directors to use their powers as 


directors as though they held those powers 
on trust for him. 


Insolvency——Clients’ Account of Bankrupt Solicitor 

Under the Solicitors’ Accounts Rules, 
1945, @ solicitor had opened a clients’ 
account with a bank. He then went bank- 
rupt and the Law Society obtained from 
the Court a “ stop order ” that no payment 
should be made out of the account. The 
trustee in bankruptcy claimed that the 
credit balance in the account had vested in 
him and he asked for an order that the bank 
should be at liberty to pay him the money. 
In re a Solicitor (1951, M. No. 234) 
(1952, 1 A.E.R., 133), Roxburgh, J., held 
that in so far as the clients’ account con- 
tained property that was held on trust by 
the bankrupt for any other person, it did 
not vest in the trustee; the account might, 
however, contain some moneys which 
belonged to the bankrupt personally and 
that beneficial interest would pass to the 
trustee. 

The next point to be decided was one of 
procedure—how could the “‘ stop order ” be 
set aside or varied?. In the case before him 
his lordship found no difficulty, for the 
bankrupt was willing to undertake that he 
would draw cheques as directed until the 
whole account was exhausted; but it was 
indicated that, if a similar problem arose 
again, the proper course would be to apply 
to the Court for the appointment of new 
trustees of the account in place of the bank- 
rupt and that the Court would probably 
appoint the Law Society to represent the 
interests of the beneficiaries under the trust 
and the trustee in bankruptcy to represent 


’ the general creditors. 


Executorship Law and Trusts—Administrators’ 
Right to Documents 

In Accountancy for September 1951 
(page 357), a note was given on Tiger v. 
Barclays Bank, Lid. (1951, W.N. 342), in 
which Finnemore, J., held that a bank 
which had renounced probate under the 
terms of a compromise was bound to hand 
over unconditionally to the incoming 
administrators “‘ all the documents relating 
to the administration of the estate.” In 
Tiger v. Barclays Bank, Ltd. (1952, 
1 A.E.R. 85) the Court of Appeal heard an 
appeal by the bank, not against the judge’s 


decision, but on a contention that the 
documents comprised in the description 
** all documents relating to the administra- 
tion of the estate ” included documents or 
classes of documents which the bank should 
not as a matter of law have been held 
liable to deliver up. The Court said that 
this point ought to have been pleaded in the 
Court below and evidence produced; the 
appeal, therefore, would not lie. However, 
the Court proceeded to make some observa- 
tions on the principles that might apply if 
the appeal had been in order; they 
expressly stated that these observations must 
not be taken to prejudice a similar case that 
might arise in the future. 

The Court said: 
(a) production should not be limited to 
documents actually belonging to the 
estate of the testator. 
with regard to documents containing 
information about the estate and about 
other matters the incoming administra - 
tor could not claim mofe than a right 
to inspect and take copies of the relevant 
parts of these documents ; 
internal correspondence and memor- 
anda of a corporate trustee relating to 
the administration of the estate was not 
necessarily exempt from production. 
if a corporation was both banker and 
trustee to the estate, the incoming 
administrators should, at all events, be 
in no worse position as regards the 
obtaining of information about the 
trust bank account than they would 
have been if a third party had been the 
banker. 


(b) 


Contract and 
Trade 


The decision in Whitehill v. Bradford 
(1951, W.N. 551), noted in AccounTANcy 
for December 1951 (page 465), has now 
been affirmed by the Court of Appeal 
(1951, 2 A.E.R. 115). 


Tort—Covenants in Restraint of 


A New Belgian Journal 
We have received a copy of the Revue 
Internationale de Sciences Economiques et Com- 
merciales, a new bi-monthly journal, pub- 
lished by Editions Bur-Doc., 21 rue Ernest 
Havaux, Brussels, at 100 Belgian francs per 
annum. From the first number, it appears. 
that a main aim of the journal is to urge 
uniformity and standardisation of accounts, 
on an international. scale, but it also 
publishes other articles, mostly on account- 
ing topics, with an international bias. The 
French-reading accountant will find it a 
lively and provocative publication. 
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Incorporated 


THE SOCIETY OF 


Accountants 


MR. WALTER HOLMAN. 


A pleasant function took place at Incor- 
porated Accountants’ Hall on March 20, 
when the, President and Council gave,a 
luncheon to Mr. and Mrs. Walter Holman 
in commemoration of Mr. Holman’s recent 
election to honorary menibership of the 
Society. 

Mr. C. Percy Barrowcliff (President) was 
in the chair, and the company included 
Mrs. Barrowcliff, Mr. and Mrs. William J. 
Holman, Mr. and Mrs. W. J. Jackson, Mr. 
and Mrs. A. A. Garrett, Mr. Bertram Nelson 
(vice-president) and other members of the 
Council with their ladies, Mr. I. A. F. Craig 
(secretary), and the deputy and assistant 
secretaries and senior members of the staff. 

The President proposed the toast of Mr. 
and Mrs. Walter Holman, and presented to 
Mr. Holman a volume containing his cer- 
tificate of honorary membership with the 
text of the Council resolution by which it 
was conferred. 

Mr. Walter Holman expressed his pride 
and gratitude for the honour conferred upon 
him. He acknowledged the help he had 
received, particularly while he held the 
offices of president and vice-president of the 
Society, from his colleagues on the Council, 
his partners, and all concerned in the 
Society’s organisation—among whom he 
mentioned particularly Mr. Garrett, the 
late Mr. J. C. Fay, and Mrs. Duncalf and 
her predecessor, Miss Farr. Mr. Holman 
particularly referred to the great assitance 
given to him at all times by Mrs. Holman, 
whose duties frequently included the revision 
of speeches to be made by him. 


SUSSEX DISTRICT SOCIETY 


FORMATION OF STUDENTS’ SECTION 

A MEETING OF MEMBERS AND STUDENTS 
living in Sussex was held at Brighton on 
March 7 to discuss the formation of a 
Students’ Section. Mr. F. V. Arnold, 
president of the District Society, took the 
chair. Mr. F. L. Thomerson, who was the 
chairman of the sub-committee appointed 
to deal with the preparatory work, spoke of 
the functions of a students’ society. Control 
would be under the Sussex District Society. 
He suggested that programmes of lectures 
should be drawn up jointly with other 
accountancy bodies. 

Mr. R. W. E. Bunn, a vice-president of 
the District Society, spoke of his long 
experience in students’ society work. 
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Various members and students present 
welcomed the proposal, and it was unani- 
mously resolved that a Students’ Section be 
formed as soon as possible. 

It was announced that Mr. G. Franklin, 
A.S.A.A., Was prepared to act as hon. 
secretary to the Students’ Section. 

The meeting was followed by a civic 
reception and dance at the invitation of the 
Mayor and Mayoress of Brighton (Alderman 
and Mrs. Eric Simms). The Deupty 
Mayor and Mayoress (Alderman and Mrs. 
S. Davey) received the guests. 


EVENTS OF THE MONTH 


April 1.—Dudley: Discussion Group—Taxa- 
tion. Dudley and Staffordshire Technical 
College, Broadway, at 7 p.m. 

London: Luncheon meeting. Address by Sir 
Harold Howitt, c.B.£., D.s.0., F.c.A. Connaught 
Rooms, W.C.2, ati p.m. 
Newcastle upon Tyne: “‘ Amalgamations and 
Absorptions,”’ by Mr. W. W. Bigg, F.c.A., F.S.A.A. 
52, Grainger Street, at 6.15 p.m. 

April 2.—Shrewsbury: “Company Law— 
Debentures,” by Mr. R. D. Penfold, tu.s., 
F.C.1.8., Barrister-at-Law. Old Post Olle 
Hotel, Milk Street, at 6.30 p.m. 

April 3.—Cardiff: “‘ Inflation and Deflation,” 
by Mr. R. D. Penfold, tu.s., F.c.1.s., Barrister- 
at-Law. Temple of Peace, at 6.30 p.m. ° 
April 4.—Bradford: “ Economics,” by Mr. 
A. R. Ilersic, B.com. Liberal Club, Bank Street, 
at 6.15 p.m. 

Bristol: “Machine Accounting, IV,” by 
National Cash Register Co., Ltd. Royal Hotel, 
College Green, at 6.30 p.m. 

Leicester: “* Profits Tax,” by Mr. P. F. Hughes, 
A.S.A.A., A.C.1.8. Students’ meeting. Bell Hotel, 
at 6.15 p.m. 

Plymouth: Panel Discussion. 
Princess Square, at 6 p.m. 
Swansea; “‘ The Organisation of a Company 
Secretary’s Department,” by Mr. J. W. Kirk- 
ness, A.c.1.s. Students’ meeting. Central 
Library, Alexandra Road, at 6.45 p.m. 

April 4-6.—Hull: Students’ Course at Thwaite 
Hall, Cottingham. 

April 7.—Bedford: “ Profits Tax,” by Mr. 
L. A. Hall, a.c.a., a.s.a.a. Students’ meeting. 
St. Peter’s Hall, St. Peter’s Street, at 6 p.m. 
April 8.—Bristol: “The Elements of English 
Law,” by Mr. R. D. Penfold, 11.8. F.c.1s., 
Barrister-at-Law. Royal Hotel, College Green, 


Law Chambers, 


at 6.30 p.m. 
Portsmouth: ‘“* Mercantile Law,” by Mr. O. 
Griffiths, M.A., LL.B., Barrister-at-Law. Gas 


Undertaking Demonstration Room, at 6.0 p.m. 


_C. N. Beattie, ti.s., Barrister-at-Law, at 11.15 


’ 6.30 p.m. 


April 9.—London: Discussion meetin: ‘or mem. 
bers in industry. Incorporated Acc -ountants’ 
Hall, W.C.2, at 6 pm. 

Southampton: “‘ Mercantile Law,” by Mr, 0. 
Griffiths, M.A., LL.B., Barrister-at-L:. W. 
April 10.—Bournemouth: “ Mercantile Law,” 
by Mr. O. Griffiths, M.A., LL.B., Barrister-at. 
Law. Wedgwood Restaurant, Alber: Road, at 
6.30 p.m. 

April 17.—Hull: Students’ joint mecting, 
Swansea: “ Property Liable to Estate Duty and 
its Valuation,” by Mr. A. E. Langton, Li LL3., 
F.S.A.A., F.C,A. Students’ meeting. Central 
Library, Alexandra Road, at 6.45 p.m. 


April 18.—Belfast: Students’ Section annual 
meeting. 13, Donegall Square West. 

Bristol: “Legal and Equitable Apportion. 
ments,” by Mr. R. Glynne Williams, pc, 
Royal Hotel, College Green, at 6.30 p.m. 
Hull: “ Profits Tax,” by Mr. P. I’. Hughes, 
F.C.1.S., A.S.A.A. Students’ meeting. Church 
Institute, Albion Street, at 6.15 p.m. 


April 19.—Southend-on-Sea: Students’ lec. 
turettes, at 10 a.m. “ Receiverships,”’ by Mr. 


a.m. Students’ meeting. Chamber of Trade, 
33, Victoria Avenue. 

April 25.—Bristol: “ Topical Points likely to 
arise in the 1952 Examinations,”’ by Mr. A. L, 
Mugridge, B.com., A.c.1.s. Students’ meeting. 
Royal Hotel, College Green, at 6.30 p.m. 
Manchester: Students’ annual meeting. Incor- 
porated Accountants’ Hall, 90, Deansgate, at 


Waterford: Lecture to be arranged. Students’ 
meeting. 29, Barronstrand Street, at 7.45 p.m. 
April 28.—Luton: Mock annual general meet- 
ing. Students’ meeting. Public Library, at 
6 p.m. 

May 3-4.—Belfast: Golf outing in conjunction 
with members from Dublin. 


THE SOCIETY’S LIST OF MEMBERS 


THE NEXT EDITION OF THE SOCIETY’ 
List of Members is in course of preparation 
and will be published early in 1953. 
Members who have not already notified 
the Society of changes of address or appoint- 
ment are requested to do so without delay. 


SIR THOMAS KEENS 


Sir Thomas Keens, D.L., J.P., F.S.A.A., has 
resigned the chairmanship of Bedfordshire 
County Council, which he has held for 
17 years. He remains an alderman and 
chairman of the county’s finance committee. 
It is believed that Sir Thomas has created @ 
national record in that he has completed 3 
years in the latter office. _ 

At a meeting of the county council o 
February 29 Sir Thomas explained that hi 
numerous duties were becoming increasingly 
onerous in these difficult times. He had 
been under heavy pressure, and needed some 
relaxation. A resolution expressing det? 
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Mr. F. V. ARNOLD, F.S.A.A. 


As reported in our last issue, Mr. F. V. Arnold has been 
appointed a member of the Council of the Society. He is 
senior partner in Messrs. Carpenter, Arnold & Turner, 
Brighton, and holds office as the first president of the 
Sussex District Society, formed in 1950. Mr. Arnold 
became a member of the Society in 1926 and a Fellow in 
1929. He is also deputy president of Brighton and Hove 
Chamber of Commerce, a member of the Hospital 
Management Committee, and a member of the committee 
of Sussex County Cricket Club. 


appreciation of his meritorious and untiring 
service, and recording the esteem and 
affection in which he was held, was signed 
by every member of the council. Several 
members spoke of their indebtedness to Sir 
>a and of his tact and knowledge of 


MEMBERSHIP 


The following promotions in, and additions to, 
the membership of the Society have been 
completed during the period December 11, 
1951, to March 10, 1952. 


ASSOCIATES TO FELLOWS 
Arm, Ronald William (Atkin & Co.), Sheffield. 
Banzy, Clarence Thomas, Treasurer and 


- 
Accountant, Thames Conservancy, London. 
Beattie, Sidney Ernest Reay (G. W. Bacon @ 
Co.), London. Brriey, Edward Reginald 
(Saml. Edwd. Short & Co.), Chesterfield. Bonp, 
Arthur William, Birmingham. BrapstTREeET, 
Norman William (Bennett & Grainger), London. 
Brown, Sidney (Jacob @ Haynes), London. 
Burrivce, Arthur Henry (Watling & Hirst), 
Chichester. Davipson, Lionel Louis (Lionel 
Davidson & Co.), London. Dunn, Henry Sloane 
(Martin Shaw, Leslie & Shaw), Belfast. Eaton, 
George Raymond (Thomas May & (Co.), 
Leicester. EDwarps, William Frederick, Direc- 
tor and. Treasurer, General Motors, Ltd., 
London. Gress, George Meredith, Borough 
Treasurer, Reigate. Green, James Leonard 
(Walter T. Mills @ Co.), Dartford. Harpre, 
Richard Frederick (Walpole, Harding, Vidgeon & 
Elliott), Brighton. Linnanet, Thomas Michael 
Joseph (Ryan, Linnane & Co.), Dublin. McFap- 
ZEAN, John Alexander (7. Cradock Walker @ 


McFadzean), Glasgow. Mayuew, Harry William 
(Painter, Mayne & Walker), London. Pate, 
Norman (Jacob & Haynes), London. Pxicups, 
Frank, London. SHAPLAND, William Arthur 
(Allan, Charlesworth & Co.), London. Stuccetrt, 
George Albert (Watling & Hirst), Chichester, 
Upaprasta, Venkata Krishnayya, B.A., LL.B. 
(V. K. Upadrasta & Co.), Madras. 


; ASSOCIATES ‘ 
Assort, Harry, with Croudson & Co., Leeds. 
Ayres, John Robert, with Allen, Baldry, 
Holman & Best, London. Bacor, Eric Herbert, 
with Kay, Keeping & Co., London. Batpwin, 
Frederic Arthur, formerly with A: Hornby & 
Co., London. Batt, Thomas, with Beaver, 
Bowen & Co., Southport. Ernest 


William, with J. & A. W. Sully & Co., Bristol. 
Barrett, John Alfred James, with Peat, 
Marwick, Mitchell & Co., London. Barron, 
Eric Edward, with Bowman, Grimshaw & Co., 
Blackpool. Buatta, Shanker Mulji, B.com., 
formerly with Gondalia & Mandviwalla, 


Brooker, Ronald Patrick, Official Receiver’s 
Department, Board*of Trade. Buckxe, Stanley, 
with F. W. Stephens & Co., London. Butt, 
Hugh Morgan, with Deloitte, Plender, Griffiths, 
Annan & Co., Johannesburg. BurxkinsHaw, 
Norman Bloor, with Cooper Brothers & Co., 
Sheffield. Cameron, Kenneth John Charles, 
with Farrow, Bersey, Gain, Vincent & Co., 
London. Casumore, Jack, with Hubbart, 
Durose & Pain, Nottingham. Cawzey, Colin, 
with J. Paterson Brodie & Son, Stoke-on-Trent. 
Cuapman, John Clement, with T. Stanley 
Milburn, North Shields. Cuzeruam, Jack, with 
Dearden, Gilliat & Co., Manchester. 

Richard Albert, with Ford, Bull, Ellis & Reid, 
London. Crippie, Alan, with Watson, Wad- 
dington & Sharp, Doncaster. CunNINGHAM, 
Geoffrey Alan, with Walter J. Smith & Son, 
London. Davies, William Howard, with Dyke 
& Ruscoe, Shrewsbury. Davis, Frederick 
William, with Reddall, Osborne & Co., 
London. Davis, Kenneth George, with Armson, 
Ward & Co., London. pu Még, Paul René de 
Chasteigner, with Deloitte, Plender, Griffiths, 
Annan & Co., Cape Town. Dunk, John 
Emmerson, with Carpenter, Arnold & Turner, 
Brighton. EARNsHAw, Stanley John, with J. B. 
Garside, Douglas, Isle of Man. Fisner, Colin, 
with Westbury, Schotness & Co., London. 
Franxcom, Philip James Lea, with Farrow, 
Bersey, Gain, Vincent & Co., London. Futur, 
Peter Denis, with Keens, Shay, Keéns & Co., 
Luton. Gamsie, John, with Alexander, Sagar 
& Co., Leeds. Garprver, Francis Michael 
Hugh, with F. C. Gardiner & Co., York: 
Garpiner, Leslie Henry, with Hibbert, Sier, 
Woods & Co., London. Gerrarp, George Alec, 
with Louis Nicholas & Co., Liverpool. Gus- 
BORNE, Frank Edward, formerly with Aldred, 
Bell & Co., London. Gopxm, John Richard 
Hayward (Herbert Godkin @ Co.), Leicester. 
Granam, Brian Donald George, with Lomax, 
Clements & Co., London. Granam, James, 
with ‘Laverick; ‘Walton & Co., Sunderland. 
Graney, Denis Frederick Stanley, with Lybrand, 
Ross Bros. & Montgomery, London. Grezn- 
woop, Eric, with Croudson & Co., Leeds. 
Grirritrus, Leonard Vivian, with Deloitte, 
Plender, Griffiths & Co., Cardiff. Griossy, 
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William Robert, with Barton, Mayhew & Co., 

Lisbon. Grunpy, Harry, with Buckle, Wilk & 

Co., Birmingham. Gupta, Gopal Chandra, 

B.com., formerly with Singhi & Co., Calcutta. 

Gwit, Arthur, with John Potter & Harrison, 

Blackpool. Hamitt, Anthony, with Spicer & 

Pegler, London. Hancocks, Cecil Ernest, with 
Geo. O. Harrison & Co., Shrewsbury. Hannam, 
Arthur Francis, with Deloitte, Plender, Griffiths 
& Co., London. Hannine, Stanley William, 

with Hartley, Turner & Son, Manchester. 

Harcreaves, Eric, with George Mackeurtan, 
Son & Crosoer, Durban. Haruime, Frank 
Gordon, with Wheawill & Sudworth, Hudders- 
field. Harris, Ronald Charles, with J. Paterson 
Brodie & Son, Stoke-on-Trent. Hart, Geoffrey, 
with T. E. Lowe & Co., Wolverhampton. 
Hawk, Edward, with Peat, Marwick, Mitchell 
& Co., Leeds. Hawkins, Kenneth iNeale, with 
Cassleton Elliott & Co., London. Heaps, Alan 
Albert, with Halliday, Pearson & Co., Man- 
chester. Heron, John Maxwell, with Rawlinson 
and Hunter, London. Herrick, Shirley 
Raymond (Hopps @& Bankart), Leicester. 
HitpEBRAND, Norman, with Cole, Dickin & 
Hills, London. Hunter, William John, with 
Thomas May & Co., Leice$ter. Janes, Stanley 
John, with Spicer & Pegler, London. JzeEns, 
Colin, with Newman, Biggs & Co., Birming- 
ham. Jerrery, Kenneth Noel, with Ball, 
Baker & Co., London. Jenxinc, Ronald 
Clement, City Treasurer’s Office, Chester. 
Jenxins, William Rhidian, with Jennings 
& Watkins, Neath. Jones, William Peter, 
with Alfred Wright & Co., Croydon. Jupp, 
Wilfred Lionel, with C. L. Dain & Co., 
Lichfield. Kzocan, Stanley Dalton, with P. B. 
Bishop & Co., London. Kine, John Walter, 
with Gilberts, Hallett & Eglington, London. 

Knowtson, Arthur William, with Singleton, 
Fabian & Co., London. Kroti, Joachim 
Ulrich, with Cole, Dickin & Hills, London. 

LapyMaN, Stanley John, with Binder, Hamlyn 
& Co., London. Lanuam, Bertram Charles, 
with Annan, Dexter & Co., London. LAwRENcE, 
Leonard Lancelot, with Clarkson Webb & 
Dewar, London. Lepcer, Idris Richard, with 
Samuda, Beresford & Co., Worcester Park. 
Leonarpi, Eric, with Burrows & White, 
Nottingham. Lewis, Victor Charles, with 
Hodgson, Harris & Co., Dublin. Man ey, 
Peter Pearce, with R. W. G. Taper, Paignton. 
MarTueER, Derek, with Cooper Brothers & Co., 
Liverpool. MeEpp, Thomas Francis, with 
Pulleyn, Creer & Co., York. Murine, Albert 
William, with Deloitte, Plender, Griffiths & Co., 
London. Mistry, Dinshaw Maneck, formerly 
with S. B. Billimoria & Co., Bombay. Moore, 
Arthur George, with Shirley March, Bosworth, 
Cramp & Co., Leicester. Moss, Philip Wallace, 
with Andrew W. Barr & Co., London. Negep- 
HAM, Cyril Ernest, with Pulleyn, Creer & Co., 
York. Orsen, Raymond Viggor, B.com., with 
Lithgow, Nelson & Co., Liverpool. PErRetra, 
Robert Sidney, with Deloitte, Plender, Griffiths 
& Co., London. Perry, Sydney, formerly with 
Tunbridge, Lacey & Co., Lowestoft. Piper, 
Kenneth George, with Deloitte, Plender, 
Griffiths & Co., London. PrLummer, Arthur 
William, with Thompson & Wood, Hereford. 
Ports, Alexander Francis, with George A. 
Touche & Co., London. Porter, Gordon Byrd, 
B.COM., with } Porter & Stone, London. 
Pravr, Bernard, with R. S. Dawson & Co., 
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Bradford. Pucn, John Beresford, with Hatfield, 
Dixon, Roberts, Wright & Co., London. 
Putten, William John, with Fitzpatrick, 
Graham & Co., London. Putsrorp, John 
Henry, with Friend, Ellis & Co., Newport, 
Mon. Ratpus, Derek Vincent, with Dix, Boyes 
& Co., Pietermaritzburg. RAw.e, Roy Henry, 
with Merrett, Son & Street, London. REAson, 
William Matthew, with J. R. Watson & Co., 
Northampton. RicHARpson, John, with Alfred 
Nixon, Son & Turner, Manchester. Rmey, 
Jack, with Rawlinson, Greaves & Mitchell, 
Bradford. Roacu, Peter Irwin, with Morgan & 
Co., London. Rostson, Reginald Arthur, with 
Hodgson, Harris & ‘Co., Hull. Scrrven, John 
Benfield Pearce, with Edwards & Edwards, 
Dorchester. Sen, Dilip Kumar, B.a., formerly 
with G. Basu & Co., Calcutta. Sessions, Stanley 
George, with Ham, Jackson & Brown, Bristol. 
Seymour, John ao with Hatfield, Dixon, 
Roberts, Wright & Co., London. SHarp, 
Leslie, Borough Treasurer’s Department, 
Halifax. SHaw, Laurence Bertram Robert, with 
Peat, Marwick, Mitchell & (Co., London. 
SHoorer, William Kenneth, with Bolton, 
Bullivant & Co., Leicester. Smmpson, James 
John, with Chantrey, Button & Co., London. 
Smnstapt, Toni Brian, with Peat, "Marwick, 
Mitchell & Co., London. Stang, Felice Vera, 
with Barton, Mayhew & Co., London. Smrrx, 
Henry Alfred, with Hays, Akers & Hays, 
London. Smrirn, John Walton, with W. Vincent 
Vale & Co., Wolverhampton. Smrru, Leslie 
Edward George, formerly with Martin, Farlow 
& Co., London. Strepuens, Nigel Michael Colin, 
with Greenwood, Poulton, Maxwell & Co., 
Johannesburg. Stewart, Roy Irvine, with 
Winter, Robinson & Sisson, Newcastle upon 
Tyne. Sroxes, Frank Arnold, with Duck, 
Mansfield & Co., London. Taytor, Derek 
John, with Layton-Bennett, Billingham & Co., 
London. Tuopy, Herbert Alan, with Solomon 
Hare & Co., Bristol. Tomserr, Alan Jeffrey, 
with Smallfield, Rawlins & Co., Lond 
TRUNDELL, Ernest Harry, with Alexander 
Ingram, Nairobi. Utyatr, Reginald, with 
James & Sanders, Wellingborough. Verrry, 
Leonard, with Williamson, Butterfield & 
Roberts, Bradford. Warp, Kenneth Albert, 
with Clarkson & Rumble, London. WaAsHER, 
Cyril John, with Gibbons & Mitchell, Hastings. 
Watts, Robert Everett, with Farrow, Bersey, 
Gain, Vincent & Co., London. Wortn, 
Arnold James, with J. B. Boyd, Wrigley & Co., 
Manchester. Wruicut, Idris, with John Davies 
& Co., Wrexham. Wricut, Leslie, with 
Armitage & Norton, Halifax. 


_ PERSONAL NOTES 


Mr. Harold J. Prestwich, F.s.a.a., Black- 
pool, announces that he has admitted into 
partnership Mr. John W. Nuttall, .s.a.a., 
who has been a member of his staff since 
1937- The style of the firm is Harold J. 
Prestwich & Co., Incorporated Accountants. 

Mr. George J. Maidment, F.s.A.a., prac- 
tising as George J. Maidment & Co., 
Incorporated Accountants, at Harrow, 
London and elsewhere, has admitted as a 
partner Mr. A. H. Horrocks, A.s.a.a. 


Mr. Edward Crome, A.8.A.A., !.1s been 
appointed part-time lecturer in *‘ 
ment Studies of Financial and Cos: * ccount. 
ing at the Heriot-Watt College, Ec iz 

Mr. T. K. Venter, a.s.a.a., Kall, has has 
opened an additional office at 35a, Aire 
Street, Goole, where he is practisinz under 


the style of W. S. Parish & Co., Incc:porated Profe 
Accountants. 153 
Mr. Murray Nathan, Incorporated 7 
Accountant, has commenced practice under 154 
the firm name of Murray Nathan & Co., at 154 
80, Wimpole Street, Cavendish Square, "it 
London, W.1. It is regretted that the wrong 155 
address was inserted in our February issue, 
155 
SHOR 
REMOVALS : | 
Messrs. Carr Braint & Johnson, Incor Mi. 
porated Accountants, have removed to [55 | 
West Walk House, 99, Princess Road, 
Leicester. Editori 
Messrs. Thomas & Co., Incorporated JJ '5° / 
Accountants, have removed. their offices to HB Points 
16, Buckingham Palace Gardens, London, 157 § 
S.W.1. Leadi 
mg 
8 A 
OBITUARY Readers 
stile 159 P 
FreD HARGREAVES 9 E 
We regret to record that Mr. Fred Har- [159 P 
greaves, F.S.A.A., F.C.L.S., died on January 3 
at the age of 84. Mr. Hargreaves was 9B Taxatio 
admitted an Associate of the Society of JM Arncu 
Incorporated Accountants in 1896 and @ '% T 
was elected a Fellow in 1900. He com 6s TI 
menced public practice in 1894 in : 
Radcliffe, later moving to Manchester, 
where he continued to practise until his 
retirement in 1949. — 
He served the Manchester and District 
Society of Incorporated Accountants in 
several offices, being a member of the Com- 
mittee from 1913 to 1932. 
Mr. Hargreaves was a man of simple 
faith and great charm and modesty. He was 
the last surviving founder member of the fy OR B. 
Manchester and District Crippled Children’ iJ '952 tl 
Help Society, which he had served for many i ade c 
years. The work of the St. John Ambulance 9 £268 n 
Association interested him deeply, and he i way: 
was an Officer Brother of the Order of St 
John of Jerusalem. 
WALTER ANDREWS ABERCROMBIE 
The Scottish Branch of the Society has lost 
one of its oldest members by the death 
January 28, at the age of 80, of Mr, Walter 
A. Abercrombie, #.s.4.A., of Messrs. Jackson 
and Abercrombie, Paisley. He was already ‘ 
a partner in the firm at the date of his Dia 
Y Xam 


admission to membership of the Society i 
January 1908. 
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